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BARBER Will Design ol Build 


Any Type of Gas Burner You Need 


We make innumerable types of burner units for hundreds of gas applianc 
manufacturers. We also function for our customers as design engineers, and w 
have adequately equipped laboratories for development and testing of these vari 
ous burners. Thus we are in a position to create and then manufacture the cor 
rect unit—in shape, size, type of jets, heating capacity, and any special chara 


teristics—to suit any individual appliance, regardless of its use or the type of gas 
to be employed. 


Many leading appliance makers will have nothing else but Barber Burners, 
because they have learned from years of experience that Barber is best equipped—, 
to provide the utmost in operational efficiency and in freedom from service difi-§: 
culties, needless expense, and consumer complaints. To get this kind of co-operc§, 
tion on your burner problems, you have only to call on us. The superior quality: 
of Barber Burners is always a favorable reflection on the merit of products which 
you make, sponsor or sell. 


Barber, the pioneer specialist in the industry, freely offers its expert con- 
sulting and development services for your use, without obligation. Ask for 
Catalog on Appliance and Conversion Burners, Regulators and Controls. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohic - 


BARBER BURNERS} 
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tands for Federal and state regu: 
tion of both privately owned and 
pperated utilities and publicly owned 
and operated utilities, on a fair and 
pondiscriminatory basis; for nondis- 
minatory administration of laws; 
or equitable and nondiscriminatory 
axation; and, in general—for the per- 


expression of opinion concerning pub- 
lic utility regulation and allied topics. 
It is supported by subscription and 


ARTICLES 
John F. Childs 399 


Some Comments on Dividend Policy 


The Democratic Way 
at the Work Place, Too ............--.....-..-c-0+---+- S. F. Leahy 411 


Public Utility Oddities Harold Helfer 416 


Stock Purchase Plans for 


Employees—Part I. Richard A. Rosan 422 


FEATURE SECTIONS 





Washington and the Utilities 

Exchange Calls and Gossip 

Financial News and Comment 

What Others Think 

The March of Events 

Progress of Regulation 

Public Utilities Reports (Selected Preprints of Cases) .... 462 


6 @ Remarkable Remarks .... 12 
397 © Frontispiece 
21 © Index to Advertisers .... 36 


@ Pages with the Editors .... 
® Utilities Almanack 


¢ Industrial Progress 





Pus.ic Utiirties Reports, INc., PUBLISHERS 
Publication Office CaNpDLeR Bipc., BALTIMORE 2, Mb. 


ed: 





$1.00 @ Copy 
26 Issues a Year 
Annual Subscription Price $15.00 


E . Editorial, and Advertising Offices .. MUNSEY BtpG., WASHINGTON 4, D. C. 
Entered as second-class matter April 29, 1915, under the Act of March 3, 
1879, at the Post Office at Baltimore, Md., Dec. 31, 1936. Copyrighted, 
1950, by Public Utilities Reports, Inc. Printed in U. S. A. 

Address all communications concerning the FORTNIGHTLY fo the 
publishers at Munsey Building, Washington 4, D.C. 


3 MAR. 30, 1950 





Public Utilities Fortnightly 





Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 








National or Sectional Coverage 


o o 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS © PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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LEVELANDS 





Your CLEVELANDS give you the ad- 
vantages of fast economical machine 
trenching on more different kinds of 
jobs—from house service work among 
close obstructions in crowded city 
areas to long main and distribution 
lines. Rugged CLEVELANDS are built 
to stay on schedule and to give you 
rock-bottom maintenance and oper- 
ating costs. That’s why they have 
been preferred by utilities and muni- 
cipalities over many years. Investi- 
gate the CLEVELAND story today. Colonic 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE e CLEVELAND !7, OHIO Cee ® 
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HE financial observers of the nation 

for the most part are predicting that 
corporate profits, generally, will not be 
as high in 1950 as they were last year. 
The consensus of the forecasters indi- 
cates that profits will be squeezed by 
price competition and the expansion of 
a buyer’s market. Profits on the whole, 
however, are expected to be pretty good. 


Parapox in this over-all picture, of 
slightly diminishing corporate return, is 
the fact that total dividends are expected 
to be larger that last year. Some com- 
panies will not need to retain so much 
for expansion, because major plant im- 
provements have been accomplished. In 
other cases, funds available for dividends 
will be substantial by reason of the lag 
between operating performance last year 
and operating performance this year. 


ALTHOUGH these comments are noted 
with reference to general corporate earn- 
ings, they point up a problem of financial 
management which is dealt with in a 
most timely analytical article opening 
this issue. It is an article analyzing divi- 
dend policy by Joun F. Cuitps. In a 
word, the problem seems to be: What 
should a management do when confronted 
with the alternatives of temporary high 
earnings and the need for maintaining a 
regular dividend reputation—as well as 
continued attraction of capital invest- 
ment? 


As this article points out, dividend 
policy can be the key to financial success 
or failure of a public utility company. But 
the breaking point between the various 
judgment factors involved is a serious 
. responsibility of up-to-date utility man- 
agement. What are these factors? There 
are several that enter into the delicate 
and important task of deciding how high 
a regular dividend payment should be 
with due regard for stability and the at- 
traction of new equity capital. There are 
suggestions here which company officials, 
dealing with finances, will want to ex- 


MAR. 30, 1950 


Vigea with the Ediove— 





Lo RTE DN ENTE 
4 ts 
‘ * * 
~ + 


JOHN F. CHILDS 
amine and weigh with considerable care. 


~~ F. CuILps, author of this article 
about dividend policy, was born in 
New York city and raised in Litchfield, 
Connecticut. He graduated (BS, ’31; 
MS, ’32) from Trinity College, Hartford, 
Connecticut. The following year he re- 
ceived a degree (MBA, ’33) from Har- 
vard Graduate Business School. He later 
graduated from Fordham Law School 
and became a member of the New York 
bar. For many years Mr. Cuitps has 
specialized in public utility financing. He 
spent four years during the war period 
as a Lieutenant Commander in the Navy. 
He is now assistant vice president of the 
Irving Trust Company, New York, spe- 
cializing in utility issues. He is co-author 
of a book, “A Practical Introduction to 
Public Utility Security Analysis.” 


* * * * 


LSO in this issue (beginning on page 
411) S. F. Leany of the Detroit 
Edison Company has written an account 
of a practical approach to the public 
utility company’s problem of finding a 
common denominator for employee rela- 
tion activities. The development and 
training of supervisors require that each 


. 
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How UP-TO-DATE 


is your financing program? 


@ Quite a radical change from 
the picturesque mill wheel to a 
modern power plant. And from 
the capital markets of the past 
to those of today. 

Have your financing methods 
and your approach to the finan- 
cial community kept pace with 


ONE WALL STREET 
Capital Funds over $118,000,000 


modern practices? The special- 
ists in our Public Utilities De- 
partment can give you expert 
help in planning a comprehen- 
sive program geared to present- 
day financial conditions. 

They will be glad to discuss 


your business with you. 


ST 


NEW YORK 15, N. Y. 
Total Resources over $1,100,000,000 


Wituuam N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 
Public Utilities Department 
Tom P. Watker—Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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S. F. LEAHY 


person come to feel a part of the com- 
pany. General results of a survey of the 
attitudes of nonsupervisory people are 
also described. 


Since May, 1945, Mr. Leany has 
been director of employee relations of the 
Detroit Edison Company. Born in Evans- 
ton, Illinois, he attended Alma College 
in Michigan and graduated from the Uni- 
versity of Michigan with a degree (BS) 
in electrical engineering. He first joined 
Detroit Edison Company as a cadet engi- 
neer in October, 1931. Since then he has 
worked down the line, so to speak, from 
overhead lines to underground lines, be- 
ing made assistant to the superintendent 
of the latter department in 1943. He 
switched to personnel in 1945. 


* 2 & * 


W: begin in this issue the first in- 
stalment of a 2-part series on stock 


purchase plans for employees. Part I 
(beginning on page 422) deals with an 
analysis of various kinds of stock pur- 
chase plans. This series will outline the 
advantages and disadvantages of selling 
public utility shares as viewed from a 
disinterested approach—admitting that 
past experience with stock purchase plans 
has not been too pleasant. Does the pres- 
ent situation warrant reéxamination of 
such a program by operating public utili- 
ties? 


Ricuarp A. RosaAn, author of this 
series on stock purchase plans, is a mem- 
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ber of the bar of New York city. He has 
been associated with the firm of Cravath, 
Swaine & Moore since 1936. Mr. Rosan 
graduated from Cornell University (AB, 
’33) and Yale School of Law (LLB, ’36) 
and has been admitted to practice in both 
Connecticut and New York. Following 
four years of military service during 
World War II, Mr. Rosan has practiced 
almost exclusively on various legal mat- 
ters for companies in the public utility 
field. 


* * * * 


MONG the important decisions pre- 

printed from Public Utilities Re- 

ports in the back of this number, may be 
found the following : 


THE Wisconsin commission refuses to 
assume jurisdiction and act as arbitrator 
of a dispute between a municipality and 
a transit company over license fees. (See 


page 65.) 


THE Florida commission, in entertain- 
ing an appeal from municipal action 
fixing gas rates, rejects evidence of repro- 
duction cost and accepts the gas com- 
pany’s average investment less deprecia- 
tion as a fair basis for testing the 
adequacy of the company’s earnings and 
the necessity for a rate adjustment. (See 
page 67.) ‘ 


THE Massachusetts department  be- 
lieves that it has no power to order water 
extensions where compliance with such 
an order will result in permanent finan- 
cial loss to the water company. (See 
page 91.) 


A MICHIGAN court enjoins a private 
company from making and distributing 
false covers for telephone directories as 
an advertising medium, on the ground 
that such action amounts to unfair com- 
petition and an unlawful interference 
with the telephone company’s business. 
(See page 94.) 


THE next number of this magazine 
will be out April 13th. 


A, Cline 
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for S B ooxter SC 661, just off the press, describes the most versa- 
5 tile Safe-Desk you've ever seen. It saves you space — for it is 
this both desk and Safe-File. It saves you clerical time by cutting 
out waste motion. It gives your records certified protection 
from fire at Point-of-Use...24 hours a day. 
free In addition . . . you can adapt the Multi-Plan Safe-Desk to 
any plan of bookkeeping. A choice of pedestals fits it for either 
the Unit, Group, Station, or Specialized Plan. Ask for your 
booklet copy of the booklet today. 





today ¥ Mlemington. Fland 
Management Controls Library, Room 143, 315 Fourth Ave., New York 10 
Kindly send me at once Booklet SC 661. 


Name 





Firm. 











City. 








right 1960 by Remington Rand Inc. 
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Coming IN THE NEXT ISSUE 


* 


WILL THE NEW JERSEY PLAN WORK DURING AN ERA OF 
ECONOMIC CHANGES? PART I 


Although notice has recently been given that its present operation with 
respect to one New Jersey utility will soon be terminated, the New Jersey 
rate adjustment plan is a method of regulation well worth consideration 
of both regulatory and utility officials. It establishes procedures to be 
expeditiously applied in the adjustment of rates so that returns to the 
utility will be fair and reasonable but not excessive. J. Rhoads Foster, well- 
known economist, has written a 2-part series dealing with the import of 
present changes on the application of the plan. Part | is an account of 
procedural standards of the plan as applied to the New Jersey Power & 
Light Company. 


NATIONALIZATION, A PARTLY ACCOMPLISHED FACT 


THE 


Those engaged in the electric light and power business do not believe that 
the American people want a socialistic state. However, there is a very 
grave danger Socialism will envelop them without their realizing it. This 
is the gist of the article by Elmer L. Lindseth, president, Cleveland Electric 
Illuminating Company, as well as chief executive of the Edison Electric 
Institute. 


MARCH OF THE GAS TRANSMISSION LINE 


Louis J. Zitnik, Los Angeles engineer, has written an account of the postwar 
expansion program of the natural gas industry. Comparative cost analysis 
of natural gas, coal, and fuel oil enters into his discussion of the major 
réle the pipeline must play in the nation's fuel economy of the future. 


STOCK PURCHASE PLANS FOR EMPLOYEES. PART Il 


The advantages and disadvantages of selling public utility shares to em- 
ployees have been examined from a most objective point of view. Richard 
A. Rosan, New York attorney, in his 2-part article gives us a description 
of the prizes and pitfalls to be weighed in determining whether to adopt 
a program. Part II deals with actual examples of stock purchase plans for 
employees. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 


executives, financial experts, employees, investors, and others. 
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This announcement is under no circumstances to be construed as an offer to sell or as a solicitation 
of an offer to buy any of these securities, The offering is made only by the Prospectus. 


| 200,000 Shares | 
| Carolina Power & Light Company 


| Common Stock 
(Without Par Value) 


| Price $33.50 per Share 



















The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers or brokers as may lawfully offer these securities in such State. 


Merrill Lynch, Pierce, Fenner & Beane R. S. Dickson & Company 


Incorporated 


The First Boston Corporation Goldman, Sachs &Co. Kidder, Peabody & Co. 
Smith, Barney & Co. A. C. Allyn and Company Bear, Stearns & Co. 


wT FF =F XS S 


“=e F 


I Incorporated 


Central Republic Company Drexel & Co. Hornblower & Weeks 


Ne 
= a 


H (Incorporated) 


| W.C. Langley &Co. — Paine, Webber, Jackson & Curtis Shields & Company 
|| March 15, 1950 


1 to 30,000 


Distribution of operating company equities to owners of 
utility holding company stocks creates many new prob- 
lems. Instead of a single common stockholder the 
operating company finds itself with many thousands, 
necessitating additional personnel to handle dividends, 
reports and proxies for regular or special meetings. 




















Many of these problems can become routine 
with the help of our experienced organization. 


Why ange tate for ocner af sxe tanins 
“W hat we do—How we do 


GEORGESON & CO. 


Specialists in Stockholder Relations 
52 Wall Street, New York 5, N. Y 
Telephone HAnover 2-1470 
Boston - Philadelphia - Chicago - Los Angeles - San Francisco 
Representatives in all Principal Cities 











































CCBaoubelle Cake 


“There never was in the world two opinions alike.” 
—MOoNTAIGNE 


Eprror1AL STATEMENT 
The Wall Street Journal. 


Ira MosHER 
Former president, National Asso- 
ciation of Manufacturers. 


Wa tt Horan 
U. S. Representative from 
Washington. 


HERBERT HOOVER 
Former President of the 
United States. 


Eucene HotMan 
President, Standard Oil Company 
(New Jersey). 


Horace A, HicpretH 
President, Bucknell University. 
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“If we understand the new economics at all, it is just 
because conditions everywhere are so fundamentally sound 
that the Federal government must appropriate what it 
takes to make them a great deal more so. A fundamentally 
sound condition must never be let alone.” 


> 


“T think it is time that we drew the issue clearly. Either 
we are going to have collective bargaining and a private 
competitive enterprise system or we are going to have in- 
dustry-wide bargaining, compulsory arbitration (through 
fact-finding boards or otherwise), and statism.” 


> 


“Federal regulatory commissions cannot possibly be 
defined as ‘democratic’ when they are empowered to set 
up their own regulations and enforce arbitrary decisions 
in areas where the local people have no control over ap- 
pointment of personnel or determination of policy.” 


> 


“It is a curious fact that when we get sick, we want 
an uncommon doctor. If we have a construction job, we 
want an uncommon engineer. When we get into war, we 
dreadfully want an uncommon Admiral and an uncommon 
General, Only when we get into politics are we content 
with the common man.” 


oe 


“The profit which is reinvested in a business may be 
compared with the seed corn which a farmer sets aside 
for future production. In a very real sense today, profits 
represent industry’s seed corn. In a growing nation such 
as the United States, there is constant need for greater 
quantities of seed corn.” 


* 


“Few thoughtful educators relish the necessity of asking 
for Federal funds with the almost certain knowledge that 
many such steps in that direction will strengthen the hand 
of those who even now envision the Washington govern- 
ment subsidizing education in the rdle of a benefactor 
while inexorably moving in to control all our education 
policies and curricula.” 


12 
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apactlor 
ECONOMICS 


It will pay you to re-evaluate 
The cost of 25-kvar capacitor units was cut 20 to 23% 
in 1949! These reductions on 25-kvar units and on ca- 
pacitor equipments mean that you can now supply 
your system kilovars at a lower cost than ever before 


in history. 


These new low prices dictate a re-evaluation of 
capacitor economics. Proposed installations which 
were considered marginal less than a year ago are now 
an economic “must.” Additional installations, never 


before considered, may now be justified. 


Your G-E sales representative will be glad to help 
you determine the up-to-date capacitor economics 


of your system. Apparatus Dept., General Electric 


Company, Schenectady 5, N. Y. 


1949 COST REDUCTIONS CHANGED 












G-E Pyranol (R) capacitors, includ- 
ing the 25-kvar pole-mounted unit 
shown here, can be shipped from 
stock. Installation is simple and 
quick—they can be in service, re- 
leasing kilowatt capacity and im- 
proving voltage level, in a matter 
of weeks. 


A G-E capacitor is one of the most 
reliable pieces of electrical equip- 
ment you can install. The bushings 
are of glass, welded to the drawn 
steel container for a permanent 
hermetic seal. The use of low-loss 
Kraft paper impregnated with Py- 
ranol assures stable characteristics 
throughout a long operating life. 
In every respect, G-E capacitors are 
a proved product—proved through 
field experience measured not in 
years, but in decades. 





on 
GENERAL ($6) ELECTRIC 
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14 REMARKABLE REMARKS—( Continued) 


Srpney L. MILLER 
Transportation economist. 


Harry A. BuLLis 
Chairman of the board, 
General Mills, Inc. 


KennetuH H. KinGpon 
Director, Knolls Atomic Power 
Laboratory, Schenectady, 
New York. 


Dittarp E. Birp 
President, Society for Advance- 
ment of Management. 


EpitoriAL STATEMENT 
New York Herald Tribune. 


Georce B. RoBerts 
Field representative, CIO Political 
Action Committee. 


Henry M. WRIsToN 
President, Brown University. 


MAR. 30, 1950 


“Among reasons urged in support of transport nationali- 
zation in Great Britain was the need for better codrdina- 
tion in public interest of the various forms of transport— 
as if the Labor party were controlled by reason in this 
or other nationalization programs.” 


* 


“With voters informed and vigilant, government will 
be less likely to assume paternalistic controls, and an eco- 
nomic climate more favorable to our enterprise system 
will result. This will mean greater opportunities for the 
small investor, and greater vitality in American business.” 


* 


“{Atomic power should be regarded as] a supplement 
to coal and oil rather than as a replacement, except under 
unusual conditions. It seems likely that some tens of 
years must elapse before there will be an industrial use 
of atomic power in this country amounting to an appre- 
ciable percentage of our total power consumption.” 


* 


“The technological advances that we have made are 
remarkable, but the time has now come when we must ad- 
vance the science of human relations to the level of our 
technological attainment. We must have sound human re- 
lations or we will not have the active codperation we need 
to build productivity and cut costs—to be competitive.” 


“The costs of government are not something that is 
simply shoveled into the sea—they are wages, salaries, 
contract payments which go to human beings, and there 
is no way of reducing them save by lopping off jobs 
and payments, That is what ‘economy,’ ‘efficiency,’ ‘re- 
organization,’ the ‘streamlining of government’ must nec- 
essarily mean.” 


* 


“The dog-eat-dog type of labor relation is fast dwin- 
dling. The overbearing, arrogant, demanding foreman or 
superintendent is being traded in for people with ability 
to lead and instruct. On the other hand, the pugnacious 
old-line sign-or-else labor representative is being ex: 
changed for leaders with negotiating ability, who can 
drive a hard bargain without intolerance of the other 
fellow’s viewpoint.” 


+ 


“If the only unbombed industrial country, with the best 
fed and most efficient working force in the world, with a 
lower rate of taxes (high as they are) than Europe, with 
most of the world’s gold and in a strong creditor position, 
with a great surplus of exports over imports—if such a 
nation cannot compete in the markets of the world against 
a bombed, exhausted, debt-ridden socialist economy, then 
let’s stop lauding free enterprise.” 
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jde-Moanchex Battenes 


ASSURE DEPENDABLE POWER FOR SWITCHGEAR OPERATIONS 


Exide-Manchex Bat- 
teries are DIFFER- 
ENT in design, con- 
struction, perform- 
ance . . . differences 
you can count on for dependable battery 
service day after day ...and at a saving. 
One outstanding feature is the famous 
Exide manchester positive plate, which is 
used exclusively in the Exide-Manchex 
Battery. Other important features include: 
... Slotted plastic separators, impervious 
to chemical and electrical reaction. 
... plastic spacers that maintain perfect 
alignment. 





. the latest development in molded glass 
jars. 

. heavy terminal posts with copper in- 
serts for extra conductivity. 


Combined, these Exide-Manchex features 
assure you dependable power for positive 
operation of switchgear. 


For an adequate and uninterrupted supply 
of current for central and sub-station 
services, use Exide-Manchex Batteries. 
Wherever used, you can expect trust- 
worthy performance, long battery life and 
low cost maintenance. 


1888 ... DEPENDABLE BATTERIES FOR 62 YEARS... 1950 


“Exide” and ““Manchex” Reg. Trade-marks U. S. Pat. Of. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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RIVERSIDE | 
POWER STATION 


GULF STATES UTILITIES COMPANY 


The C-E Unit illustrated here is now under construction at the 
Riverside Power Station of the Gulf States Utilities Company at 
Lake Charles, Louisiana. 

It is designed to produce, at maximum continuous capacity, 
400,000 Ib of steam per hr at 875 psi and 910 F. 

The unit is of the 3-drum type with superheater in the first pass. 
Regenerative type air heaters follow the boiler surface. The fur- 
nace is completely water cooled, using closely spaced bare tubes 
on close centers, with screen tubes above the furnace bottom. 

Fuel will be natural gas or oil used separately or in combination 
as desired. 

This unit is of the outdoor type and is substantially a duplicate 
of two similar units now being installed at the Louisiana Station 


of the Gulf States Utilities Company in Baton Rouge, Louisiana. 
B-380A 


» COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


\ 200 MADISON AVENUE * NEW YORK 16, N 








ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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PUBLIC UTILITY 
PRINTING SPECIALISTS (roy 


STATEMENTS 


PROSPECTUSES 


Pandick Press has worked closely with utility companies 
for more than a quarter of a century. Our printing 
services to this industry range from highly technica] 
legal documents to beautifully illustrated descriptive 
brochures. ANNUAL REPORTS 
Whatever the nature of your printing requirements, . 
we believe you will like the assurance of accuracy and INDENTURES 
highest quality that “Service by Pandick” brings you. . 


Pp. , ‘ Pre 22 THAMES ST., NEW YORK 6 
andic 5S, fre. 71 CLINTON ST., NEWARK, N.J. 


Established 1923 


A QUARTER CENTURY OF SERVICE 
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fast. 
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ee = ”a | Uniform + Strong - Long-Lived - Economical ae 

A: Sunstrand Wire Rope is made on the are d 
=~ most modern wire rope machines in use in ad\ 
today. All types and sizes are available the jo 
including 1 x 7 construction galvanized 










steel strand made to ASTM specifications. We 
We 
Write today for our price list and com- oe 
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How many are having increases? 


T’S mighty important to know how many 
of your consumers’ bills are showing 


marked increases... 


.. and you want to know how many in each 
classification are showing decreases. 


To help you classify such information, we have 
developed the Bill Frequency Analyzer. With 
it, we can analyze your bills in % the usual 
time ... and at approximately 1% the cost of 
having the work done in your offices by your 


own personnel. 


This specially designed electro-mechanical 
equipment is capable of analyzing as many as 
200,000 bills each day. The cost to you is 
but a tiny fraction of a cent per item. 
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Would you like this? 


A free booklet, “The One Step Method of Bill 
Analysis,” tells more about this accurate and 
economical method of compiling consumers’ 
usage data. Send for it now. 
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This Bill Frequency Analyzer—developed especially 
for utility usage data—automatically classifies and 
adds in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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{ American W 5 ate hat ed Association, New York Section, begins annual meeting, 
Rochester, N. Y., 

§ Highway Engineering Conference begins, Salt Lake City, Utah, 1950. 

§ Maryland Utilities Association begins convention, Baltimore, Md., 1950. 
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American foe tation of 4 
Springs, W. Va., 1950. 


idvertising Agencies ends annual convention, White Sulphur 





American Water Works Association, Arizona Section, 


Safford, Ariz., 1950. 


ends annual meeting, 


© 











{ American Water Works Association, Canadian Section, begins annual meeting, Niagara 
Falls, Ontario, Canada, 1950. 
9 American Gas gag Seepeeten and Commercial Gas Section, begins sales con- 


ference, St. Louis, Mo., 19 
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Midwest Power Conference begins, Chicago, Jil., 1950. 


lowa Independent Telephone Association ends convention, Des Moines, Iowa, 1950. 





Edison Electric Institute ends annual sales conference, Chicago, IIl., 


1950. 





Detroit, Mich., 1950. 


{ American Institute of Electrical Engineers ends conference on protective welding, 
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Electrochemical Society begins annual convention, Washington, D. 


C., 


1950. 
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National Conference o 
Louisville, Ky., Apr. 17-19, 1950. 


Electric and Gas Utility Accountants will hold meeting, 


ved 

















{ United States Independent Teens etek begins national executives’ confer- 
ence, White Sulphur Springs, W. Va. 

9 Southwestern Gas Measurement Short Course begins, Norman, Okla., 1950. 

4 American Society of Mechanical Engineers begins meeting, Washington, C., 1950. 


q Southeastern Elec. 





«change begins conference, White Sulphur Springs, we Va. 1950. 
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Some Comments on Dividend 
Policy 


Dividend policy can be the key to financial success or failure of 
a public utility company. An analysis of the various factors 
which enter into the delicate and important task of deciding 
how high a regular dividend payment should be with due re- 
gard for stability and the attraction of new equity capital. There 
are suggestions here which company officials dealing with 
finances will want to examine and weigh carefully. 


By JOHN F. CHILDS* 


NE of the most important finan- 
cial problems for a utility com- 
pany is the dividend policy. At 

times it may be the key to financial 
success or failure. 

For example, the ability of AT&T to 
finance its $3 billion construction pro- 
gram is believed by many to have 
hinged to a great extent on the fact 
that the company has followed a policy 
of maintaining the $9 annual dividend 


*For personal note, see “Pages with the 
Editors.” 
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since 1921. In spite of the fact that 
earnings have dipped, the common 
stock has held up reasonably well, be- 
cause thousands and thousands of 
small investors have had faith that the 
$9 will be paid. 

The reason for the present im- 
portance of dividend policy is the shift 
in emphasis which has occurred in 
recent years in evaluating the price of 
a utility common stock from price- 
earnings ratio to the yield afforded by 
the dividend payments. The fact that 
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the yield now carries more weight is 
generally well accepted. A survey of 
ten top utility analysts ' showed them 
all to be in agreement on this point. A 
possible reason for this change in em- 
phasis to yield is the fact that the in- 
dustry has become relatively mature 
and now investors are inclined to look 
upon the stocks as an investment me- 
dium rather than as a speculation, as 
was the approach when the industry 
was in its formative stage. 

It is surprising how many different 
views exist on the subject of dividend 
policy. There are a few who feel that 
AT&T has been wrong to become wed- 
ded to the $9 dividend. Diversity of 
views is further exemplified by a lead- 
ing investment banker who has re- 
marked that by paying a very conserva- 
tive dividend, a utility company attracts 
the conservative type of investor and 
is assured of a stable and steady mar- 
ket for the stock over a long period.* 
Some utility security analysts* con- 
tend that paying a large dividend 
reduces the relative cost of common 


1 William W. Amos, First Boston Corpora- 
tion; Owen Ely, Carl M. Loeb, Rhoades & Co. ; 
Marvin Chandler, Reis & Chandler, Inc, ; Carl 
a Brown, Laurence M. (Marks 3 Co. ; George 

L. Nye, Smith, Barney & Co.; T. W. Locke, 
Goodbody & Co.; Charles Tatham, Institu- 
tional Utility Service, Inc.; Joseph P. Crosby, 
Bear, Stearns & Co.; David Cowan, Geyer & 
Co., inc. ; Lawrence c Cooper, Argus Research 
Corporation. 

2 Federal tax regulation penalizes any undue 
withholding of dividends, but this probably has 
very little application to utility companies to- 
day. Internal Revenue Code § 102. Surtax on 
a Improperly Accumulating Sur- 
plus. 


8 In a survey of over 65 utility analysts con- 
ducted by A. F. Tegen, president of General 
Public Utilities Corporation, the following 
question was asked: Assume an electric utility 
has a substantially cleaned-up balance sheet, 
reasonable level earnings, and no substantial 
sinking-fund requirements, what would you re- 
gard as a satisfactory pay-out ratio for the 
common? Answer: Average—78 per cent. 
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stock financing. The financial officer 
of one utility company has been par- 
ticularly outspoken in favor of this 
theory.* 

On the other hand, there are 
many in and out of the utility field who 
are inclined to a middle-of-the-road 
policy and favor paying out a moderate 
amount of earnings. 


, I ‘HE subject of dividend policy 
really involves three major ques- 


tions: (1) the type of dividend pay- 
ments; (2) the percentage of earnings 
that should be paid out; and (3) a 
matter which is equally important but 
which is generally omitted—adequate 
publicity about dividend policy. 

As will be indicated below, each di- 
vision of the utility industry and each 
individual company must be given dif- 
ferent treatment. For purposes of 
brevity, this article is directed mainly 
at electric power and light operating 
companies. However, most of the re- 
marks do have a general application to 
the utility industry as a whole. 


Type of Dividend Paymenis 
AS stated above, the first major 

question about dividend policy is 
the type of dividend payments. In this 
article consideration is given only to 


cash dividends. Stock dividends have 
relatively little place in the average 
operating company today. The various 
types of cash dividend payments might 
be summarized as follows: 


4 See article “Dividends—The Key to Value,” 
by W. F. Stanley, vice <= a 
Public Service Company, in Pustrc Utmitis 
FortNIGHTLY, October 24, 1, 1948, page 545. Also 
see study by Ebasco Services Inc. “Study of 
Earnings— rice Ratios, Yields, and Dividend 
Pay-outs” on common stocks of electric utili- 
4 September, 1948, and supplement, August, 
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I. An irregular dividend which is 
varied principally on the basis of the 
amount of earnings available for 
dividends. 

II. A “permanent” regular dividend 
which every effort is made to maintain 
without variation through “thick and 
thin.” 

III. Extra dividends after the “per- 
manent” regular as in II. The extras 
may be of two types: 

(a) Clearly extra with no indica- 
tion that they will be repeated 
again. 

(b) Extras which may be expected 
to be repeated again if condi- 
tions permit. 


In deciding on the type of dividend 
itseems most important to consider the 
character of the real owners of utility 
companies, what they want, and also 


what they can expect from a utility 
company. Broadly speaking, there are 
two types of security purchasers — 
speculators who are interested primar- 
ily in appreciation, and investors who 
are concerned mainly with income. Of 
course, One person may at times be both 
aspeculator and investor, but for the 
purposes of this discussion, this broad 
dassification will suffice. 

The strictly speculative security 
purchaser is interested in holding a 
security only until possibilities of fur- 
ther appreciation no longer exist or as 
soon as there is the threat of a decline. 
If for some reason a company’s stock 


is unduly depressed, speculators may 
be of some help in getting the stock up 
where it belongs marketwise. On the 
other hand, selling by speculators may 
be quite harmful at times. The utility 
industry is apparently faced with al- 
most a continuous financing problem in 
order to provide funds for construc- 
tion. In general, the industry cannot 
rely on the speculator to provide the 
funds over the long run, but must 
count on the investor. 


| arene equity money today is some- 
what of a problem. The very 
wealthy individuals are being taxed so 
heavily that they do not have the funds 
available for equity investment which 
they had in the past. It appears that 
more and more industry will have to 
rely on raising a large part of the equity 
money from the man with the smaller 
resources. Whether that reasoning is 
right or not, utility companies today 
have a large number of small stock- 
holders. It is difficult to obtain very 
reliable statistics on the subject because 
the ownership of many operating com- 
pany common stocks has been distorted 
by holding company breakups. How- 
ever, two examples will suffice to illus- 
trate the point : At December 31, 1948, 
25 per cent of the number of common 
shares of Indianapolis Power & Light 
Company were owned by holders with 
less than 26 shares, 52 per cent by hold- 
ers with less than 51 shares, and 81 per 
cent by holders with less than 101 


z 


TABLE I 


Earnings per share with 6% return 
ay-out 

Dividend with above pay-outs 

Rate of return necessary to just 
cover dividend payments 


$3.25 
85% 
$2.76 
5.5% 
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shares. In the 1948 annual report of 
Detroit Edison Company, the follow- 
ing comment was made: “The number 
of owners of our stock reached an all- 
time high at the year end. There were 
52,154 stockholders at December 31, 
1948... . All of our stock is now held 
in rather small blocks, the largest 
single holding being less than 24 per 
cent of the outstanding shares.” 

It seems safe to say that a large num- 
ber of the smaller stockholders are not 
well informed about financial matters. 
Unfortunately, they may have pur- 
chased their stock on the basis that it 
had more quality as an investment 
than can be expected of any common 
stock. Recently a utility executive ex- 
pressed the opinion that the local farm- 
ers had bought the stock of his com- 
pany because of its reputation without 
really knowing the difference between 
a common stock or a bond. This is 
further exemplified by the way utility 
stocks are being sold today. A recent 
advertisement in a midwest paper read 
as follows: “Dividend Check Each 
Month Good Income—64 Per Cent, 
Less Risk, Stable Electric Power Com- 
panies.” The many small stockholders 
might be caught quite by surprise by a 
dividend cut and the consequent ad- 
verse price fluctuation of the stock. 
Also, to the many small uninformed 
stockholders, it might be difficult to 
explain the reasons for a cut. 


_— of the nature of the indus- 
try it appears that it has more to 
offer the investor than the speculator. 
Since the rate of return which can be 
earned is limited by regulation, earn- 
ings should fluctuate within reasonably 
narrow limits, as contrasted with cer- 
tain types of industrial companies. 
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Furthermore, speculative increases in 
earnings cannot be expected unless 
there is some special circumstance, such 
as when an inadequate rate of return 
is being earned and there are favorable 
prospects for the future, or there is a 
lag in the regulation, or capital is being 
raised cheaper than the allowed rate of 
return, etc. ; 

Thus, on the basis of the type of 
common stockholder to whom the in- 
dustry is appealing and the nature of 
the industry itself, a regular stable 
dividend policy seems most appro- 
priate. On this point there is reason- 
able agreement. This does mean that 
the management must be willing to 
continue regular payments even if ad- 
verse earnings are encountered, provid- 
ing the adverse earnings are reasonably 
temporary in nature. An adequate cash 
position must be maintained so that 
such a situation can be met. For the 
moment, the question of extra divi- 
dends will be passed over and our 
attention will be directed to a more 
controversial problem — the proper 
amount of earnings to pay out. 


Percentage of Earnings Paid Out 


[ too high a rate is established and 
later the dividend has to be cut, the 
repercussions, as discussed above, are 
most unfortunate. Furthermore, it 
takes time to overcome the resulting 
severe shock to the market price for 
the stock. This might well interfere 


5In a survey of utility analysts conducted 
by A. F: Tegen, president of General Public 
Utilities Corporation, the following question 
was asked: Which is more important in de- 
termining the over-all investment position of a 
utility common stock, (a) a period of level 
dividends; (b) a rather full (90 per cent) 
pay-out of earnings as they may accrue? An- 
swer: (a) 49 (many added, assuming a gener- 
ous pay-out); (b) 12. 
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SOME COMMENTS ON DIVIDEND POLICY 





TABLE II 


Earnings per share with 6% return 

Original pay-out with 6% return 

Dividends per share 

Ist year, earnings per share with 6% return . 
dnd year, earnings per share with 53% return 
3rd year, earnings per share with 5% return . 
4th year, earnings per share with 44% return 


Average earnings per share 
Average per cent pay-out for four years .. 


$3.25 








with a utility company’s financing pro- 
gram. Also, since a stable dividend 
policy has a potent appeal for the in- 
vestor, having to interrupt or cut it, 
even if only temporarily, may put a 
blight on the company’s name for some 
time to come. 

On the other hand, this does not 
mean that a rate should be established 
so low that it can be continued no mat- 
ter what the circumstances. There is a 
certain risk that must be taken. To es- 
tablish too low a pay-out is definitely 
penalizing present stockholders. As 
stated above, retained earnings are now 
not much direct benefit to a stockhold- 
er. Among the stockholders there is 
always a certain turnover. There are 
those who must sell their stock for one 
reason or another. It is particularly 
unfair to such stockholders to postpone 
an increase when justified. They will 
never receive the benefit of something 
that is rightfully theirs. 
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Rule-of-thumb figures are often 
glibly used in discussing dividend pay- 
ments. For example, it may be stated 
that dividends should be paid out to 
the extent of 70 per cent, 75 per cent, 
or 80 per cent of earnings available 
for common dividends. 

As a background for the discussion 
of the correct pay-out, it might be well 
to see just what various percentage 
pay-outs mean in terms of allowable 
rate of return. Let us take a hypo- 
thetical case of a company earning a 6 
per cent return on $100,000,000 of 
property with $50,000,000 3 per cent 
bonds, $25,000,000 5 per cent pre- 
ferred, and $25,000,000 of common 
stock (1,000,000 shares) and surplus. 
Earnings per share would be $3.25. 
The rate of return necessary to cover 
various rates of pay-out based on the 
$3.25 earnings per share is given in 
Table I, page 401. 

The figures in Table I show that, for 
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the hypothetical example, a regular 
dividend rate originally based on a 90 
per cent pay-out with a 6 per cent re- 
turn on the property would still be 
covered if the rate of return fell to 5.7 
per cent. If the pay-out were 70 per 
cent, the rate of return could fall to 5 
per cent and the dividend would still 
be covered. 


Fewer way to look at the hypo- 
thetical case, as stated above, is 
to assume that decreasing earnings are 
encountered so that the rate of return 
falls from 6 per cent to 44 per cent 
in a 4-year period. Then determine 
what would be the average pay-out on 
various original dividend payments. 
This is given in Table II, page 403. 

It can be seen from Table II that if 
a company with a 6 per cent return 
started with a 75 per cent pay-out and 
then ran into difficulty so that the rate 
of return each year fell one-half per 
cent for three years, then on the aver- 
age 98 per cent of earnings would be 
paid out. In two out of four years, the 
dividend would not be earned. With 
an 80 per cent pay-out at the start, the 
dividend would not quite be earned on 
the average. 

As another clue to per cent pay-out, 
past figures are interesting to study. 
However, it must be kept in mind that 
they may not be representative of pres- 
ent conditions. Certain characteristics 
of the industry have changed. For ex- 
ample, the over-all rate of return is now 
lower in relation to sound investment, 
and the industry can more easily justify 
rate increases if the need should arise. 

Two outstanding examples of com- 
panies in the utility field which main- 
tained a regular unchanged dividend 
policy for many years are American 
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Telephone and Telegraph Company 
with its $9 annual rate and Consoli- 
dated Gas Electric Light & Power 
Company of Baltimore with _ its 
$3.60°® annual rate. The per cent 
pay-out for these two companies is 
shown in Table III, page 405, from 
1929. AT&T had a very high pay-out 
and at times earnings were far below 
the dividend. On the other hand, Con- 
solidated Gas of Baltimore with a lower 
pay-out never had earnings below divi- 
dend requirements. It is difficult to ob- 
tain other examples of independent 
utility companies which maintained a 
constant dividend rate over an extended 
period. Formerly, there were only a 
limited number of large operating 
companies which were not owned by 
holding comparies and, over an ex- 
tended period, those companies had 
some variation in their dividend pay- 
ments. However, also shown in Table 
III is the average per cent pay-out for 
five principally electric operating com- 
panies which did have a variation in 
their payments. An indication of the 
dividends for these companies is shown 
by the average index of payments with 
1929 taken‘as 100. 


BY those who favor a high pay-out 
it is argued that the utility indus- 
try cannot count on taking care of 
construction requirements out of earn- 
ings. Let us look at some figures on 
this point. During the period 1937- 
1948, the electric power and light in- 
dustry paid out in common dividends 
about 75 per cent of earnings available 
for such dividends. In this same period 
the 25 per cent which was retained 
represented 16 per cent of the gross 


me The $3.60 dividend rate was established in 
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onstruction expenditures during that 


being retained in the business for ex- 


om . : . 

C 4 a eriod. However, the average figure pansion purposes, the management is 
does not show the whole story. During in effect taking away the right of the 

Power y 8 g y & 

. .. he years of lower construction from stockholders to decide whether the 

‘ith its . : : ay y 

ow on 1937 to 1946 retained earnings after wish to put more capital in the busi- 

when > payment of common dividends ac- ness. They contend that new capital 


5, from 
pay-out 


sounted for 34 per cent of construction 
during that period, but accounted for 
only 10 per cent during the 1947-1948 
period. With regard to this point, pro- 
ponents of a high pay-out say that 
earnings for common really belong to 
the common stockholder and that, if an 
unreasonable amount of earnings is 


should be raised by common stock of- 
ferings through rights to stockholders. 
Then the stockholders will have an op- 
portunity to decide whether they think 
the management is doing a sufficiently 
good job to be given more of their 
capital. 

There is another factor to consider 


e 


TABLE III? 
Average 541 Companies 
Index of 
AT&T Con. Dividend 
% Pay-out Gas Balt. Payments, 
(Consolidated) ® % Pay-out % Pay-out 1929-100 
73% 
81 
. Table 
out for 
x com- 
tion in 
of the 
shown 
‘s with 
95 
101 
101 
ay-out 88 
indus- - 
ire of 
 earn- Simple Avge. .. 103% 2 
| Range High .... 167% 92% 
res on > 58% 47% 0 64% 
1937- 7 Calculations are made on the basis of earnings per share on number of shares outstanding 
ht in- @@ at end of year and dividends paid per share during the year, except for AT&T and Consolidated 
dends Gas Balt., which are figured on the average number of shares, but this different method of 
a treatment makes very little difference in the over-all results. : 
ilable 8 The percentages for 1929-32 have been adjusted to put them on a basis comparable to the 
eriod later years. Two affiliates, Southern New England Telephone Company and Cincinnati & Sub- 
7 urban Bell Telephone Company, are no longer included in the consolidated financial statements 
‘ained 9 of the Bell system. 


® Total dividends paid by AT&T for the entire period represented 99 per cent of the available 
earnings. 

10 See footnote 8. ; g : 

11 Boston Edison; Pacific Gas & Electric; Comm. Ed.; Consolidated Edison; Detroit Edison. 


gross 


hed in 
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in this connection and that is the pos- 
sibility of strengthening the capitaliza- 
tion by retaining earnings. During the 
period 1937-1948 retained earnings 
after common dividends amounted to 
8 per cent of total capitalization at De- 
cember 31, 1948. This cannot be 
considered an insignificant percentage. 

While it is generally true that an 
electric power and light company can- 
not count on taking care of its con- 
struction out of earnings after divi- 
dends, nevertheless there may be a few 
exceptions to the rule, particularly for 
a company which is weak financially 
and struggling to strengthen its capi- 
talization. The proponents of high 
dividend payments would contend that 
even for those exceptional cases, it 
might be cheaper to raise capital by 
paying a high dividend rather than try- 
ing to retain earnings. However, such 
an all-conclusive approach seems 
unsound. 


I" arriving at a dividend policy for a 
particular company, there are very 
many general considerations as well as 
special factors that have to be weighed. 
Each one of the factors should be ex- 
amined in detail. However, for pur- 
poses of brevity, only some of them are 
mentioned in outline form below: 


I. All of the many factors which 
affect a company’s earnings per 
share of common such as nature 
of territory, type of load, fuel 
clauses, strictness of regulation, 
source of power, special items 
in income statement (amortiza- 
tion of 100.5, interest dur- 
ing construction, merchandising 
profit, size of depreciation al- 
lowance, etc. ), etc. 
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II. Future financial requirements 


and possible dilution of earnings 
by sale of additional stock, avail- 
able earned surplus. 


. Senior security restrictions or 


restrictions imposed by regula- 
tory authorities. The so-called} 
ABC clause used by the SEC to 
restrict pay-out to certain per- 
centages depending on _ the 
amount of the common equity j 
may prove unfortunate in some 
cases because the allowed pay-| 
out is dependent on earnings in 
a particular recent twelve 
months’ period rather than on 
some average figure or a base 
year figure. Thus, if a company 
wishes to establish a regular 
policy it may have to make an 
allowance below the SEC re-| 
striction in order not to have to 
make a subsequent reduction if 
earnings fell off temporarily. 


. Attitude of other security hold- 


ers. Purchasers of bonds, pre- 
ferred stock, and_ short-term 
lenders, as well as the agencies 
which rate bonds, will look at 
dividend policy. However, this 
is probably not as serious a con- 
sideration as in the past because 
of the high credit standing of 
the utility industry. It may be 
interesting to note that the in- 
vestment man in one of the large 
insurance companies favors a 
relatively high pay-out of 80 
per cent in order that common 
stock financing would be facili- 
tated, whereas the representa- 
tive of another insurance com- 
pany favored a low pay-out, 
such as 70 per cent. A repre- 
sentative of one of the rating 
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Paging the Small Investor 


CC PAISING equity money today is somewhat of a problem. The very 

wealthy individuals are being taxed so heavily that they do not 

have the funds available for equity investment which they had in the past. 

It appears that more and more industry will have to rely on raising a large 
part of the equity money from the man with the smaller resources.” 





agencies indicated that he would 
not quibble over 75 per cent to 
80 per cent pay-out and still an- 
other was satisfied with 75 per 
cent. 

. Local political, employee, and 
customer and regulatory situa- 
tion. For example, a company 
in a hot bed of threatened mu- 
nicipal ownership may face a 
difficult decision in regard to a 
dividend increase. On the other 
hand, a few regulatory authori- 
ties have questioned the right to 
earn a rate of return on earned 
surplus, and in stich a case a 
high pay-out would be most 
essential. 

Such factors as the above indicate 
that each company may have special 
factors to consider in arriving at a 
dividend policy. 


OF of the important elements which 
the so-called rule-of-thumb per- 
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centage pay-outs, such as 70 per cent, 
75 per cent, or 80 per cent, do not 
take into consideration is the difference 
in capitalization for different com- 
panies. For example, let us assume that 
for one company securities senior to 
the common stock represent 80 per 
cent of total capitalization, whereas for 
another company the figure is 60 per 
cent. Other things being equal, the 
earnings for the common stock of the 
first company have much more lever- 
age and are more vulnerable to adverse 
conditions. Therefore, the same per 
cent pay-out for these two companies 
would not give equal protection to the 
dividend. In order to avoid this effect 
of different capitalizations on pay-out 
it might be better to consider the over- 
all pay-out of fixed charges, preferred 
dividends, and common dividends in 
per cent of income available for inter- 
est charges. Then at least the leverage 
effect of underlying securities would be 
left out. This would be similar to fig- 
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uring coverage for preferred on the 
over-all basis of interest plus preferred 
dividends rather than just preferred 
dividends. In Table IV, page 409, are 
shown percentage pay-outs for three 
grades of common figured both ways. 

From Table IV it can be seen that 
there is considerably less spread in pay- 
out between the groups in the right- 
hand column than the left, which is due 
largely to the fact that the left-hand 
column is distorted by variations in 
capitalization. 

From the above discussion it should 
be amply clear that the writer feels that 
applying a specific rule-of-thumb per- 
centage pay-out for different com- 
panies may be misleading. Every com- 
pany has special characteristics and 
surrounding circumstances. If a reg- 
ular fixed dividend is contemplated it 
must be tailored to fit that particular 
company. 


wa arriving at a regular divi- 

dend policy for a particular com- 
pany is most important, and also most 
difficult, nevertheless there is one way 
in which the problem may be made 
easier in some situations; that is, with 
the use of extra dividends. They have 
been used relatively little in the utility 
field and for some companies they are 
not practical because of the political or 
employee fuss that they might kick up. 
However, in certain cases they may be 
useful. 

There are two types of extras as 
indicated above. One is the special ex- 
tra which is not expected to be repeat- 
ed and the other is a so-called “regu- 
lar” extra which will be repeated if 
conditions warrant. The special extra 
only has isolated use in the utility field 
where a company perhaps has unusual- 
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ly good earnings and wishes to pass on 
the earnings to its stockholders. The 
market price of the company’s stock 
will not be affected to any material ex- 
tent from this type of extra. Thus the 
stockholders will only be temporarily 
benefited. However, if, in increasing 
the dividend rate, a company is some- 
what uncertain whether a higher rate 
can be maintained permanently, it 
could well start out with an extra but 
make it clear that it will be paid if con- 
ditions warrant. It might be used by a 
company with hydro plants with a 
variable water flow, which has a mate- 
rial effect on earnings. A regular ex- 
tra might be established and explained 
that it will be paid if water and other 
conditions permit. 

It can be correctly argued that the 
market will not give the same effect to 
a regular extra as it will to a similar 
steady dividend because of the uncer- 
tainty involved. How much the mar- 
ket will discount the “regular” extra 
will depend on how certain is its pay- 
ment. However, the advantage of the 
regular extra lies in the fact that it may 
permit some companies to pay out a 
higher ‘per cent and yet not be in the 
embarrassing position of having to 
tamper with its regular rate if adverse 
conditions develop. The best example 
of the use of the regular extra is the 
Connecticut Light & Power Company 
which explained its dividend policy 
(75 cents per quarter with a 25-cent 
regular extra in the last quarter) as 
follows in its 1948 annual report: 


It is our belief, based on careful 
estimates of our 1949 business, that 
continuance of the 75-cent quarterly 
dividend on the common stock is justi- 
fied, and a dividend at that rate has 
already been declared for the first 
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SOME COMMENTS ON DIVIDEND POLICY 


quarter of 1949. We are hopeful that 
earnings at the end of 1949 will again 
permit declaration of a year-end 
dividend. 


Earnings per share for Connecticut 
Light & Power Company were $3.325 
in 1947 and $3.43 in 1948, making the 
pay-outs 98 per cent and 95 per cent. 


Publicity about Dividend Policy 


= final part of this discussion on 
dividend policy has to do with the 
question of publicity about dividends. 
There was a time when it was difficult 
to obtain complete information about a 
company’s earnings and operations. 
Now, the utility industry in general is 
doing an excellent job in furnishing 
adequate information on these matters. 
However, relatively little is said about 
dividends. In many annual reports 
only a brief comment about dividend 
payments is tucked away in the last part 
of the report. 

As stated above, dividends are now 
more important than earnings in deter- 
mining the price of a utility stock. Fur- 
thermore, a recent survey by Control- 
lership Foundation, Inc.,” indicates 
that the small stockholder is particu- 
larly interested in obtaining informa- 


12“What People Want to Know about 
Your Company,” Controllership Foundation, 
— One East 42nd street, New York 17, New 
ork. 


tion about dividend payments. Even 
the trained security analyst may find it 
difficult to determine what a company’s 
dividend policy is unless that company 
happens to be one of a group which he 
is continually following. 

The managements of some com- 
panies have found that when they have 
been forced to reduce dividend pay- 
meiits, stockholders have been resent- 
ful, even though the management had 
no other alternative because of circum- 
stances outside of the management’s 
control. The management has been 
disappointed because the stockholders 
were not more understanding. In view 
of the secrecy with which dividend 
policy is guarded it is hard to see how 
the stockholders could act otherwise. 


on there are certain limita- 
tions concerning what can be said 
about dividend payments. However, 
at least there should be a clear state- 
ment in the annual report not only of 
the total annual payment for the cur- 
rent year but also what was paid each 
quarter. If there has been any change 
in the quarterly rate this definitely calls 
for an explanation in the annual re- 
port. Also, at the time of the change 
it is most important that a complete 
story be given the press and the finan- 
cial services. There should be included 
in the annual report what was paid in 
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TABLE IV 


Quality of Stocks 
% Pay-out 1948 
Based on Earnings 
Available for Common 


Middle Grade 
Lower Grade 
Difference between Top Grade and Lower 
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% Pay-out 1948 of In- 
terest, Preferred Div., 
And Common Dividend 
In % of Earnings Avail- 
able for Interest 

89% 

82% 

74% 

15% 
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72% 
57% 
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the previous year, and if in the previ- 
ous year there had been a change in the 
quarterly rate, a comment about it 
should be repeated. Many companies 
include in their annual reports statis- 
tics on a 10-year basis of operations. 

Certainly part of a company’s story 
is the dividend policy in the past and 
it might be well to show dividend pay- 
ments in the past ten years with the 
per cent pay-out. A brief story regard- 
ing the changes in the past and the 
reasons might not be out of line. Fur- 
ther, there seems to be room for a dis- 
cussion of some of the factors which 
affected the decision regarding divi- 
dend payments in the past year and the 
relations between the payment and 
earnings. If dividend payments are 
affected by restrictions imposed by 
regulatory authorities or senior securi- 
ties this should be carefully explained. 
Certainly the above material would not 
be encroaching on the director’s author- 
ity to declare dividends. 

The question of talking about Sitio 
dividend payments is a debatable one. 
Most companies will shy away from 
such a policy and certainly no one can 
criticize them on this matter. However, 
possibly something might be said in 
carefully guarded language as was 
done in the statement made by Con- 
necticut Light & Power Company 
quoted above. Another example of a 
well-worded statement was made by 
Southwestern Public Service Com- 
pany in its 1949 annual report: 

Regular quarterly dividends of 50 
cents per share were paid on the com- 
mon stock aggregating $2 per share 

for the fiscal year, which represents a 

cash distribution of approximately 70 

per cent of earnings available for the 

common shares, thus continuing the 


policy of liberal distribution of divi- 
dends on the common stock. 

Subsequent to the close of the 1949 
fiscal year, your directors, at a regular 
meeting of the board, increased the 
quarterly dividend from 50 cents to 
55 cents per share payable December 
1, 1949, to holders of record Novem- 
ber 15, 1949. In the opinion of the 
management, past and prospective 
earnings justify this increase in the 
rate of dividend and it is expected that 
such increase can be maintained with 
a fair margin on the increased number 
of shares to be outstanding following 
completion of the 1950 fiscal year 
common stock financing. 


Conclusion 


‘Te summarize the above discussion, 
it appears that all concerned would 
be most benefited over the long run if 
an electric power and light company 
established a regular dividend rate and 
paid out as much as can be maintained 
through thick and thin. The per cent 
of earnings paid out must be based on 
a careful consideration of all factors 
surrounding a particular company. To 
attempt to name any particular per- 
centage figure applicable to all com- 
panies would be misleading because of 
the many factors which vary from 
company to company. Adequate allow- 
ances must be made for contingencies 
but this does not mean that an overly 
conservative policy should be followed 
so that the real owners will be skimped 
without justifiable reasons. There is a 
certain amount of risk assumed. 
Above all, in fairness to stockhold- 
ers, because of the importance of divi- 
dend policy, it appears that the man- 
agements of some utility companies 
may well be avoiding a real responsi- 
bility that they have to their stockhold- 
ers to tell everything about dividends. 
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The Democratic Way at the 
Work Place, ‘Too 


How one utility company dealt with the problem of 

getting employees’ ideas about their work and of 

discussing their progress on the job. An account of an 
interesting technique for employee expression. 


By S. F. LEAHY* 


Introduction 


HE dignity and freedom of our 

American way of life do not 

carry over into the hours spent in 
plants, offices, and factories. Recogni- 
tion of the fact that they should is 
responsible for an attempt to bridge 
this gap — in a typical business- 
managed utility. 

The 11,500 people on our payroll are 
very much like the citizens of an aver- 
age American community. Let’s take 
a look at them. One-half of them own 
their own homes, one-quarter of them 
pay rent, and the other one-quarter of 
them are young Americans living at 
home and preparing for the future. 
Seven out of ten are married and the 
vast majority of them have families. 
Three out of ten are veterans of World 
War II, and eight out of ten have had 


*For personal note, see “Pages with the 
Editors.” 
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work experience in other companies 
and so know the score pretty well. 
They are made up of laborers and 
clerks, engineers and _ supervisors, 
tradesmen and technicians, 

When we think of a group of more 
than 11,000 people in those terms, we 
realize that they are the people who 
are living life in the “American Way” 
—at least outside their working hours. 
They have a voice, and a vote, in the 
affairs of their local and national gov- 
ernments. They have a place, and many 
of them actively fill it, in the activities 
that go to make up the life of an in- 
tegrated community. They are accord- 
ed the dignity of being an individual by 
their neighbors and have the freedom 
and recognition that go with it. It is 
important to remember that they are 
very much like any of the other mil- 
lions of Americans who turn our in- 
dustrial wheels. 
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Industry's Job 


I’ we look back less than 100 years, 
we find a very different picture of 
free enterprise than we see today. 
Every second breadwinner was self- 
employed, master of his own working 
day, and dependent only on his own 
initiative. Since that time, the number 
of self-employed has dropped from 50 
per cent to 20 per cent. In 1950, then, 
eight out of ten breadwinners are in a 
work situation where they are depend- 
ing on someone else for recognition of 
a job well done; for the knowledge that 
their ideas are worth while; for the 
information that tells them where they 
fit into the daily scheme of things. They 
are depending on industry to bring into 
their workday the dignity and recogni- 
tion of the individual that goes with 
our democratic way of life. Only by 
doing these things can industry insure 
for all of us the belief and acceptance 
that leads us away from the social 
state. If industry will really see that 
this job needs doing, and accept it as 
a real responsibility, it will strengthen 
our democracy. And anything that 
strengthens our democracy, strength- 
ens industry — an integral and vital 
part of it. The social structure of our 
industry and our personnel philoso- 
phies cannot be totally different from 
the structure and philosophy of our 
life outside work hours—if we are to 
survive. 


One Public Utility’s Job 


| i sang then, has a big job to do. 
How aware it is of this job is hard 
to say. Certainly there is a trend in the 
direction of filling the basic needs of 
people that are outlined here. 

Let’s take our company—and look 
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at the 11,500 people who operate it~ 
and our experience in working to. 
gether. Our company, like all other 
industry, grew from the point where 
the “management” was a speaking 
acquaintance. From the point where 
the general manager knew the turbine 
operator personally—to the point 
where he didn’t, and couldn’t hope to 
know him. It grew in generating ca- 
pacity, and people, and levels of super- 
vision, to the point where communicat- 
ing from the top to the bottom—well, 
many times the “mail” just doesn’t get 
through. So over the years we did 
some things. We have an employee 
magazine that goes monthly to our 
people with news and pictures. We 
have a periodic news letter that goes 
to our supervisors. We keep our peo- 
ple informed on policy matters by 
mailing policy statements to them. But 
these are all one-way communicating 
systems, aren’t they? They do not do 
the real job that is the theme of this 
article. They help, but they do not give 
a person any real sense of participating. 
They do not give him real recognition 
as an individual. They do not let him 
know that his suggestions are welcome, 
or that his opinions are valued. And 
they do not let him know how he “fits 
in,” nor do they give him the sense of 
importance or the recognition of ac- 
complishment that a man’s good work 
entitles him to. 

All of these factors led us in Detroit 
Edison to do more thinking. More 
thinking about the importance of 
human relations in running a business. 
More thinking about ways of getting 
employees’ ideas about their work, of 
discussing with them their progress on 
the job. More thinking about ways of 
filling people’s basic wants and needs, 
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THE DEMOCRATIC WAY AT THE WORK PLACE, TOO 





A Proportionate Drop in Self-employment 


— F we look back less than 100 years, we find a very different picture 

of free enterprise than we see today. Every second breadwinner 

was self-employed, master of his own working day, and dependent only 

on his own initiative. Since that time, the number of self-employed has 
dropped from 50 per cent to 20 per cent.” 





and giving them the satisfaction they 
need to make our American system 
work—a satisfaction that just doesn’t 
come in a pay envelope, 


How It Might Be Done 


AS a result, (1) we shaped our train- 
ing to better equip supervisors for 
their human relations; (2) we sur- 
veyed the attitudes and opinions of all 
our people to get some real facts to 
work with; and (3) we started to reach 
out to the thinking of more of our 
people before making policy decisions. 

We can say, then, that the common 
denominator of many of our employee 
relations activities is a movement in 
the direction of more democratic 
methods in many of our relationships. 
More simply stated, when a policy or a 
decision vitally concerns a group, the 
individuals in that group are sharing 
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more and more in the development of 
that policy or decision. This is not a 
new principle with us. We have used 
it for years in engineering design. 
Rather than a few engineers making 
all the decisions about a new power- 
house, the operating people and all 
those concerned are a very vocal and 
valuable part of the conferences lead- 
ing to the final plans. Although it takes 
much more time, energy, and patience 
to do it this way, there never is any 
doubt in those participating that the 
resulting decision is superior to the 
one made by a few experts. 

The development and training of our 
supervisors, at all levels, are proceeding 
along lines that stress the soundness 
and the advantage of sharing the solu- 
tion of many work problems with their 
people. Let’s look at some of the 
values that result : 
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(a) Each person comes to feel 
more a part of the company. He 
comes to recognize the problems and 
the rights and responsibilities of 
others. 

(b) The individual gets the rec- 
ognition he needs; his ideas and 
suggestions are encouraged. 

(c) Most times a better solution 
is arrived at—and one more ac- 
ceptable to all concerned. 

(d) A feeling of responsibility is 
developed in the individual, and, all 
important, his job satisfaction is 
increased. 


S we have a sound principle—that 
of democratic participation. We 
are training our supervisors in the use 
of it. Let’s see what it looks like when 
it’s at work. 

Early in 1948, we cooperated with 


the Survey Research Center of the 
University of Michigan in an attitude 
survey—covering all our people—from 
the president to the messenger. This 


group, under the direction of Dr. 
Rensis Likert, is doing an outstanding 
job of research in the whole field of 
human relations. They were interested 
in our problems because the investiga- 
tion would mesh into their broader 
research program. We were interested 
in helping in that larger and necessary 
program, and also in getting some basic 
measurements and facts about attitudes 
and opinions of our own 11,500 people. 

In the course of getting these facts 
and measurements, the whole super- 
visory force was interviewed. All non- 
supervisory people were given a ques- 
tionnaire, and then 10 per cent of them 
were interviewed. 

The areas that were explored are as 
follows : 
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Over-all morale 

Attitude on company benefits 

Training 

Supervision 

Job satisfaction 

Working conditions 

Satisfaction with wages, promo- 
tions, and job security 

Attitudes and feelings about the 
company 

Communication and information 


In the very beginning of the study, 
people were involved who months later 
would have the real responsibility for 
making use of the survey results. 
Members of top management took an 
active part in the study design. Their 
thinking and their problems, as they 
saw them, contributed to it. 

The questionnaire was pretested on 
some hundreds of nonsupervisory peo- 
ple and their suggestions and ideas 
were solicited, and used. Supervisors 
participated in meetings held for the 
purpose of explaining, discussing, and 
designing the whole project. The pur- 
pose and objectives of the survey were 
discussed with our union officers. 
Many steps were taken to keep every- 
one informed on what was happening 
and what would happen next. Finally, 
the survey was completed, research 
men and machines tabulated and 
analyzed, and results became ready to 
“feed back.” 


A Democratic Process 


| consider the things that could 
be done at this point. Well, a 
formal report, attractively printed and 
bound, could be published. It could be 
sent to all our people. Some changes 
could be ordered. Not real basic 
changes in relationships, though. You 
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can’t “order” those! Some general 
conclusions could be drawn by top 
management, certainly, and some long- 
range plans laid. These things were 
not done, and I’m fairly sure the re- 
sults would not be as effective, if they 
had been. 

Remember—we had approached our 
people as individuals. We had asked 
them what they thought about their 
boss, their job, their fellows, and their 
aspirations. Why not treat them like 
free people in a democratic system and 
let them share and help solve some of 
the problems they told us about? 

This is what has been going on now 
for more than a year, and is still going 
on. The process starts at the top. The 
president and the officers meet to take 
a long, careful look at how our people 
feel; at how our supervisors feel. The 
data are all carefully explored, but no 
decisions are made at that time. They 
want others to share the problems; 
others who are closer to them and may 
have a better “feel” of the situation. 

The next lower levels of supervision 
meet, discuss, analyze, and share the 
problems that are within their jurisdic- 
tion. 

This sharing is important. It is 
participation. It is an attempt to place 
the privilege and the responsibility for 
making a decision in any situation, as 
near to the problem as possible. 

The process continues until the first- 
line supervisor is sitting down with the 
people in his work group. They are dis- 


cussing a very important subject. It 
vitally concerns both of them. It is 
what employees say about their job, 
their working conditions, their job 
satisfaction, their supervision, their 
chances for advancement. It can be 
very much like the “town hall” meeting 
in a small community. Without quite 
knowing how it came about, they’re 
beginning to see common goals. 
They’re beginning to see problems and 
relationships in a new light. They’re 
beginning to share responsibility, and 
feel pretty good about it. 


Conclusion 


Ww there it is. It’s an on-the- 
job situation in which we can 
bridge the gap between management 
and the people who work with them in 
getting industry’s vital job done. A 
situation where industry can put some 
democracy into the workday. Here’s a 
chance for people to get some recogni- 
tion as individuals; to get some credit 
for an idea; to feel the weight of the 
ideas and rights of others. Here’s a 
chance for understanding to develop; 
for leadership and participation to be 
fostered. 

Finally, it might seem simple, but it 
is not. It does not always work as 
smoothly with us as these paragraphs 
make it appear. But it is a plan, based 
on a sound principle. We hope we'll 
learn as we go along. We hope that 
industry in general will learn as it goes 
along—but it is later than we think. 





ce 


HE Supreme Court decision in the East Ohio Gas Com- 


pany Case can readily presage the end of all state regu- 
latory commissions, their functions smothered by the dread 
hand of Washington bureaucracy.” 
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—Joun W. BrIcKeER, 
U. S. Senator from Ohio. 
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Public Utility Oddities 


Along the lighter side, there are many news items about things 

which happen in the course of a day's work in the public utility 

business which bring a laugh to those who hear about them, tf 

not to those who experience them. The author has made an 
amusing collection of such items. 


By HAROLD HELFER* 


Working on the Railroads 


HIS is a story that Movie Star 
Joan Crawford tells: 

A railroad engineer got up so 
far on the wrong side of bed one morn- 
ing that his shower was cold, his shoe- 
lace broke, his toast burned, his car 
failed to start, and he was late pulling 
out with his Super Chief. Then, while 
he was flying the rails at 90 miles per 
to make up time, he looked up to see 
another Super Chief coming right at 
him on the same track. 

So, he turned to his fireman, and 
asked, ‘Have you ever had one of these 
silly days, Bub, when everything seems 
to go wrong ?” 


*x* * * 


Wanted in Tullahoma, Tennessee: 
A railroad engine whistle that can be 
heard 1,000 feet away—and not one 
inch farther. 

A couple of years ago Tullahoma 
city fathers passed an ordinance pro- 


*Professional writer, Arlington, Virginia. 


hibiting train whistles in the city that 
could be heard more than 1,000 feet 
away. Having no _ whistle-distance 
measures, railroad engineers quit 
blowing their whistles altogether in 
Tullahoma. Which brought com- 
plaints from the safety-minded. 
+ e's 


“Honeymoon scribes” who chalk up 
the sides of railway cars while seeing 
off a bride and bridegroom have drawn 
the ire of the South African Railways. 
In fact, they are to be arrested. Re- 
cently, one man wrote, “Just Married. 
Don’t Disturb” along the full length 
of a car, decorated with hearts and ar- 
rows. A constable made him dip his 
hanky in water and wipe off the 
writing. 

“sa 


| Bromine stalled one of the 
Canadian Pacific crack trains. It 
was stalled for two hours on its west- 
ward run from Prince Rupert. The 
rails had been made so gooey by a 
horde of millions of the crawling 
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things that an extra engine had to be 
called out to get the train started. 


* * * 


Fifteen sheep dogs, trained from 
puppyhood by railroad right-of-way 
men, earn their way by keeping British 
Railways lines free from straying 
sheep, in the valleys of Wales. They 
respond to whistles, to hand signals, 
and to commands in Welsh. When a 
train is approaching, a dog will give 
the men working on the line a warning 
bark and it won’t leave the track until 
all the men are clear. 


x* * * 


Running a railway can be a pain in 
the neck, but Textile Tycoon Elliott 
Springs, who owns the Springmaid 
Mills, has a lot of fun with his 29-mile 
Lancaster & Chester Railway Com- 
pany. The trains, hauling freight only, 
do a daily double between the two 
towns, with interim stops at Knox, 
Richburg, Bascomville, Fort Lawn, 
and Grace. It is the first 100 per cent 
Diesel-operated road in South Caro- 
lina and is further distinguished by 
having no less than thirty-two vice 
presidents, four surgeons, two attor- 
neys, and eighteen men with odd titles. 
Outstanding among the vice presidents 
is Admiral “Bull” Halsey, who is “In 
Charge of White Horse Supply.” 
Other vice presidents include James 
Montgomery Flagg, Helen Hayes, 
Charles MacArthur (Actress Hayes’ 
author husband), and so on, 


* * * 


ye NELtson, Cheyenne’s “working 
mayor,” has given up his gas sta- 
tion to return to his railroad job. Nel- 
son is back acting as a brakeman when- 
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ever his official duties permit. Nelson 
kept on working after being elected 
mayor of the Wyoming capital because 
he said his salary in that capacity was 
insufficient to support his family. 


x* * * 


Dr. Mathew A. McGrail, an Erie 
Railroad doctor at Bradford, Pennsyl- 
vania, and an avid railroad fan, spends 
Saturday afternoons as a fireman on 
one of the road’s locomotives. The rest 
of the week he doctors. 


* * ** 


An ingenious machine in British 
railway stations turns out tickets in- 
stantaneously to all destinations by the 
touch of a button, doing away with the 
lines before ticket windows. 


x* * * 


More than 2,500 patents have been 
granted on devices to replace wooden 
railway ties, but none has been found 
to be as cheap or as efficient. 


* * * 


Freight trains also have names, like 
passenger ones. Among them: “Vege- 
table Special,” “King Coal,” “Blue 
Goose,” “Black Cat,” “Man O’War,” 
“Dirty Shirt,” “Cousin Nelly,” “Sally 
Rand,” “Silk Hat.” The names of 
freight trains are given by shippers, 
travelers, and train crewmen and, in 
many cases, the origins have been 


forgotten. 
* * * 


The 20,000 line-side gardens border- 
ing British railways, averaging one- 
sixteenth of an acre each, raised more 
than $1,000,000 worth of vegetables 


last year. 
2 2 
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A freight train 235 miles long could 
be assembled from the 28,000 freight 
cars delivered by Pullman Standard 
Manufacturing Company last year. 


* * * 


Gas and Electric Items 


H°v much is a cow’s tail worth? 
One hundred bucks, according 
to Frank A. Wheeler, Mansfield, Ohio, 
who is suing the Ohio Public Service 
Company for that amount, claiming 
that Bossy’s tail became disentangled 
from the rest of Bossy when it came 
in contact with a power line tower. 


* * * 


Moscow is just as proud as it can be 
of its new electric tractor. According 
to info released, it works from high- 
tension lines and has a cable giving it a 
range of 50 acres. “Tractor drivers,” 
it was stated, “call the machines a 
wonder—no noise, no exhaust, no dirt 
—in short, a pleasure to operate.” 


x* * * 


A bluejay’s hunt for a quiet nesting 
place caused a large number of Miami, 
Florida, citizens to miss their morning 
coffee. The jay, with housekeeping in 
mind, picked its way into a power 
transformer. It took several hours for 
power repairmen to discover the elec- 
trocuted bird and the reason for the 
power failure. 


* * * 
Rising Star, Texas, is beginning to 
look more like its name. The town has 


a new White Way, consisting of 23 
“supersized” street lights. 


x* * * 


Apparently the wise old owl isn’t so 
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wise when it comes to electricity. An 
owl picked an electric transmission line 
for a perch and disrupted service to 
rural users in two northern Illinois 
counties and part of southwestern 


Wisconsin. 
* * * 


Household gas from low-cost oil 
can be made by a new economical 
process which utilizes troublesome 
coke deposits in present methods as 
fuel for heat to gasify heavy oil. The 
authority for this is no less than the 
American Gas Association. Present 
oil gas processes are unable to use the 
cheaper, heavier oils successfully be- 
cause their large carbon content forms 
excessive quantities of petroleum coke 
within the gas generator. 


* * * 


Senet new: Electric ‘plugs, 
equipped with finger grips. They 
solve the problem of the housewife in 
disconnecting her electrical equipment. 
The plugs are molded of a white 
plastic, making them attractive, dur- 
able, and an excellent electrical insulat- 
ing material, 
* * x 


Outdoor living is slated to be more 
comfortable with the development of a 
“bug-away”’ light bulb. The bulbs are 
covered with a new yellow enamel 
which holds little allure for night- 
flying insects. 

‘ e.2 

In the past 20-year period the num- 
ber of American farms equipped with 
electric current has increased from 
600,000 to more than 4,000,000. 


* * * 


Only from 1 to 2 per cent light is 
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lost with a frosted electric light bulb. 
oe 


While it may take twenty years to 
complete the harnessing of the Nile 
river, an over-all plan to bring water 
and electric power to vast areas through 
a giant hydroelectric and irrigation 
project has been approved by the vari- 
ous governments involved. One main 
feature is a dam and power station at 
Owen Falls at Jinja, where the White 
Nile flows out of Lake Victoria, which 
lies 3,000 miles south of the Medi- 
terranean and has an area of 26,823 


miles. 
* * * 


The natives of darkest Africa are 
going to be surprised when they see 
the mighty Congo river harnessed to 
supply power for modern electric trains 
which shortly will thread the jungles 
between Matadi, at the Congo’s 
mouth, and Leopoldville, capital of 
Belgian Congo, 200 miles upstream. 
Hydroelectric power will come from 
the falls and rapids which feature that 
river. Other Congo lines later will be 


electrified. 
x * x 


Transit Items 


pa making the rounds: “Pay one 
way and ride one way free,” the 
round-trip excursion ad had read. So 
Sandy had purchased a ticket and was 
now embarked upon the journey, But, 
strangely enough, he did not appear to 
be enjoying himself. With sober con- 
centration he was reading the fine print 
on his return ticket. The conductor 
paused beside his seat and inquired, 
“Everything all right ?” 

“It will be if ye tell me one thing,” 
Sandy replied. “I hae paid for one 
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way and I get one way free. Will ye 

tell me which is the free way, coming 

or going, sae I can enjoy the ride?” 
ge 


A girl wrote the Capital Transit 
Company in Washington, D. C.: “I 
wish you would get my roller skate 
wheel out of the track on 6th street 
between C street and Maryland avenue, 
N. E. I live in Maryland, but come to 
my grandmother’s to skate. I am 
eight years old. Thank you.” What 
did the heartless utility company do? 
Sent a man out to probe in the mud at 
the bottom of the third rail slot and 
mailed the wheel back to the little girl. 

‘ie @ 


On the fourth day of the trolley 
strike in Atlanta, Georgia, a motorist 
drove slowly toward town, picking up 
pedestrians here and there until his car 
was loaded. They all began talking, 
discussing their various jobs, until one 
of the passengers casually revealed that 
he was a trolley operator. The driver 
slammed on his brakes and put him 


out, 
x *x x 


B°’ Driver Trevor Jones, of Worth- 
ington, England, is one who be- 
lieves that life can begin at forty. 
Jones has quit his bus job, sold his 
house, moved his family to Milan, 
Italy, and begun taking singing lessons. 
Jones has decided, at forty, that he’d 
rather try to become an opera singer 
than go on driving a bus. 
e e's 


Every hour nearly $150,000 is de- 
posited in fare boxes by passengers 
who ride the nation’s streetcars, trolley 
coaches, and busses. 

. 2 * 
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In Los Angeles, a little old lady, 
clutching her cane, boarded a trolley, 
and trembled. She explained to Op- 
erator 276 that it was her first ride 
alone in a streetcar. During the trip 
she anxiously repeated again and again 
that the operator be sure to let her off 
at the right corner. 

Finally, the trolley reached her 
destination. Staring at the onrushing 
downtown traffic, the little old lady 
began trembling again. 

Suddenly Operator 276 — young 
Mrs. Lenora B. Macfalls — swooped 
her tiny passenger up in her arms and 
carried her to the sidewalk. The pas- 
sengers stood up in the car and cheered. 

Said Mrs. Frances Dubose-Kelly, 
one of them: “This is the most beau- 
tiful thing I’ve ever seen in this 
troubled world.” 


* * * 


Deere Mr, and Mrs. Mac- 
keoniss, of London, complained 
that their privacy was being interfered 
with by passengers on the top decks of 
No. 76 busses who could peer into the 
windows of their apartment. Under- 
standingly, the bus company moved its 
No. 76 bus route 50 yards away from 
the Mackeoniss’ apartment. 


*x* * * 


Didja know? A passenger in a 
moving automobile takes up nearly 25 
times as much street space as a pas- 
senger in a trolley coach, streetcar, or 


bus. 
* * * 


Didja ever stop to wonder how the 
streetcar came to be called a trolley? 
Well, it’s like this : In the early days of 
the electric streetcar, John C. Henry, a 
young telegraph operator, conceived 
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the idea of suspending the supply 
conductor wire over the track by means 
of span wires supported in turn by the 
poles along the line. This device was 
first called a “‘troller” which the public 
corrupted into “trolley.” 


*x* * * 


An aircraft factory at Bangalore, 
India, will offer, as a side line, a “Hin- 
dustan” bus, with all-metal body and 
structure based on modern aircraft 
construction practices. 


* * * 


Switzerland has an aerial cable rail- 
way which ascends 3,600 feet in its 
13,000-foot length and can carry 450 
passengers an hour strapped in the 
twin seats hung from its cable. 


x* * * 


Didja know? There are 49,923 
miles of trolley coach, streetcar, and 
bus lines in the U. S., the equivalent of 
16 railroad lines between New York 
and Los Angeles. 


x* * * 


Wire and Wireless Communications 
(eae of the Fitchburg 

Sentinel: “Some bewildering 
things come to the ears of a mother 
whose voice, when answering the 


>. © 


phone, is as young as her daughter’s. 
eo 


It seems that the Pacific Telephone 
& Telegraph Company got its wires 
crossed, as you might say. Gene Roth, 
of Spokane, received from the com- 
pany a letter stating it was very sorry, 
but because of a lack of facilities Roth 
could not get the telephone he had 
requested. They asked his patience 
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and understanding and “sincerely 
hoped the delay wouldn’t be too 
inconvenient.” 

Roth’s phone had been installed for 


a week. 
* * * 


The Chicago White Sox’ old phone 
number — Boulevard 8-4161 — was 
changed at the Sox request. “Every 
time I dialed that old BO 8,” explained 
General Manager Frank Lane, whose 
Sox team finished in eighth spot last 
year, “it made me jumpy.” 

* * * 


The “mystery stations” that have 
been interfering with television broad- 
casts in the Indianapolis area have 
been tracked down. The “stations” 
were electric germ killers which, acting 
like transmitters, sent out a signal in 
the television wave bands. The owners 
of the devices promised to quit using 


them. 
x * * 


HERE’S nobody that holds any 

higher regard for the telephone 
than one Bart Leiper, Chattanooga. 
While visiting the Smoky Mountains 
national park, he climbed a forest fire 
control tower to get a better view. 
When he began climbing down he saw 
a mother bear and her cub awaiting 
him. 

He waited a long while for the bears 
to leave, but they just wouldn’t. So he 
climbed back up into the tower booth, 
picked up the phone there and called 


for help. 
i 


The telephone linked together for 
life a woman in Pensacola, Florida, 
and a man in Batavia, Java. Mr. and 


Mrs. Samuel L. Bass were married in 
rites that took place over phone con- 
nections between Mr. Bass in Java and 
Mrs. Bass in Pensacola. The marriage 
is considered very legal despite the fact 
that they were married on different 
days. It was Wednesday in Florida, 
but Thursday in Java. 


* * * 


Ever wonder why woodpeckers seem 
to prefer telephone poles to trees? 
Well, there’s an explanation and it’s 
this: Telephone poles make an ideal 
place on which to alight, and from 
this vantage point, not obscured by 
branches, the bird can see any food 
available on the ground where most of 
its diet is found. 


* * ** 


The largest industrial enterprise in 
the world is the Bell Telephone Com- 
pany. It handles something like 125,- 
000,000 private conversations every 
day. 

oo 

British Broadcasting Corporation 
plans to build the world’s largest tele- 
vision center at Shepherd’s Bush, to 
cover 6 acres. 


x* * * 


And now, the “hearing ear” dog 
for hard-of-hearing phone users. 

At least, there’s one of them, Ted, a 
wire-haired terrier owned by Mrs. C. 
S. Townsend. She cannot hear the 
phone ring without use of a hearing 
aid and the device bothers her. But 
Ted hears the phone, finds Mrs. Town- 
send, and nudges her toward the in- 
strument. Then she dons her hearing 
aid and carries on the conversation. 
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Stock Purchase Plans for 
Employees 


ParT I 
The advantages and disadvantages of selling public 


utility shares to employees. 


Part I deals with an 


analysis of various kinds of stock purchase programs. 
By RICHARD A. ROSAN* 


FTER World War I, stock pur- 
A chase programs for employees 
enjoyed great popularity. Ac- 
cording to one survey, in 1927, more 
than one million employees owned 
or had subscribed for over one billion 
dollars worth of securities of their 
employing companies and over fifty 
electric and telephone companies had 
employees’ stock purchase plans.’ In 
many cases, especially in the public 
utility field, such plans were designed 
to raise capital ; in other cases, manage- 
ment considered stock ownership by 
employees improved labor relations, 
encouraged thrift, and made for better 
investments of funds by workers. 


*For personal note, see “Pages with the 
Editors.” 

1 National Industrial Conference Board, 
Employee Stock Purchase Plans in the United 
States, 1929. 
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Experience with the plans, however, 
was not too pleasant. The precipitous 
decline in the market prices commenc- 
ing in 1929 and the decrease in employ- 
ment and savings were disastrous to 
most plans. Both management and 
workers were embittered by this ex- 
perience and, since 1929, most com- 
panies have not considered programs 
of this nature. 

Within the past two years, there has 
been a noticeable revival of interest in 
stock purchase plans for employees. 
Those in favor of such plans point out 
the failure of such plans after 1929 
resulted from singularly poor timing 
and circumstances beyond the control 
of the employers. Accordingly, the 
wisdom of this industrial relations de- 
vice is being reappraised and the en- 
thusiasm for such plans appears to be 
on the upswing. 
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HE chief motive for recent plans 

is to improve employee relations. 
It is believed stock purchase plans de- 
velop loyalty, codperation, and gen- 
erally increased productivity.* Like- 
wise, since the average industrial work- 
er probably has more risk capital than 
at any time before, it is believed that he 
will benefit from a share in the owner- 
ship of business. On the other hand, 
some contrary views toward stock 
purchase plans for employees have been 
expressed. 

One research organization conclud- 
ed, among other things, (1) stock pur- 
chase plans are in no sense a managerial 
responsibility. However, when man- 
agements do offer stock to employees, 
they assume a serious responsibility ; 
(2) on the basis of past experience, 
employee stock ownership is bad for 
company-employee relationships; and 
(3) most managements have consid- 
ered themselves compelled to repur- 
chase the stock from the employee at 
the original purchase price and thus 
have impaired the company’s profit 
position.® 

Moreover, the impact of present 
taxation upon all employees makes a 
reéxamination of various schemes for 
stock purchase or acquisition plans a 
managerial ‘‘must.” The prospect of 
the burden of taxation upon the indi- 
vidual increasing rather than diminish- 
ing underlines the urgency of such 
reéxamination. The provisions of 
§ 165 of the Internal Revenue Code, 
which stimulated pension plans for 
employees by offering tax inducements 





2See, Research Institute of America, Inc., 
292 Madison avenue, New York, New York, 
Operations Report of July 5, 1949, 

3 See memorandum dated May 14, 1945, of 
Industrial Relations Counselors, Inc, 
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to the corporate employer, are also 
available in connection with stock pur- 
chase plans. The provisions of § 165 
may, therefore, be a very important 
factor in a management’s consideration 
of a plan’s appropriateness for meeting 
the primary objectives of a stock pur- 
chase program. 


¢ eee have benefited by the 
experience learned from the de- 
pression and are adopting plans on a 
more conservative basis as well as giv- 
ing greater consideration to the work- 
ers’ investment problems. The book- 
lets and material distributed to em- 
ployees explain the operation of the 
plan in clear and _ understandable 
language and carefully point out to 
employees the risks of ownership of 
common stock. 

The president of Westinghouse 
Electric Corporation, in a letter to 
employees, stated, “I want to make it 
clear that the plan is not intended to 
take the place of, or interfere with, 
your savings for emergencies or home 
ownership or your life insurance pro- 
gram.” Similarly, Jewel Tea Company 
stated that its plan is “not intended for 
employees who wish to speculate but 
is adopted for those employees who 
wish to build a permanent ownership 
and interest in their corporation. While 
Jewel Tea Company has gained the 
reputation of a ‘blue chip’ investment 
stock, it is still a common stock and 
subject to price fluctuations in the 
market place.” 

Likewise, corporations have taken 
precautions against “high pressuring” 
the worker to acquire stock. It is es- 
sential that the worker make his elec- 
tion to purchase stock without pressure 
from supervisory employees and that 
MAR. 30, 1950 
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he feel free to stay out of the plan 
without fear of job insecurity or dis- 
crimination. This is a matter of prime 
importance if management is to 
achieve the objectives of a stock 
purchase plan. 

Naturally, stock purchase plans are 
not suitable for all companies ; the type 
of enterprise or the present or prospec- 
tive financial condition of a company 
may be such that an investment in its 
stock by employees may be inappro- 
priate. Assuming, however, that the 
management determines that some 
form of stock purchase or stock ac- 
quisition plan would improve the cor- 
poration’s relations with employees, it 
has numerous choices as to the method 
of implementing such decision. The 
final choice will depend in large measure 
upon the particular objectives of the 
plan that are deemed most important. 
There follows a brief discussion of 
three broad types of programs and 
certain basic advantages and dis- 
advantages of each type. 


Straight Stock Purchase Plans 


pares Provisions: Such plans 
involve a single offer to subscribe 
for shares of stock of the corporation. 
In announcing such plans, various 
companies have indicated an intention 
to make successive offers if conditions 
seemed appropriate. 

Employees Eligible: Some plans 
specify some period of prior service— 


six months or a year—as a prerequisite 
to participation. 

Many recent plans have excluded 
officers from participating. For ex- 
ample, the plans of American Tele. 
phone and Telegraph Company 
(1947), Westinghouse Electric Cor- 
poration (1948), The Dow Chemical 
Company (1948), and International 
Harvester Company (194¢). On the 
other hand, the recent offer of. the 
Philadelphia Electric Company per- 
mitted officers, employees, and an- 
nuitants to subscribe and the offer of 
Northern States Power Company was 
to employees, including officers. Es- 
sentially, the question of officer partici- 
pation involves a managerial decision 
based on a consideration of numerous 
factors, such as stockholder relation- 
ships, what the plan seeks to accom- 
plish, etc. 

Number of Shares Allowed Em- 
ployees: Generally, the plans have a 
ceiling on the number of shares offered, 
especially if the shares must be regis- 
tered under the Securities Act of 1933. 
If the employees oversubscribe, the 
shares are allotted. 

Many recent plans allow the em- 
ployee to purchase shares on the basis 
of his salary or base rate of pay; for 
example, one share for each full $500 
of rate of pay. See the plan of the 
AT&T. On the other hand, Philadel- 
phia Electric Company permitted 
employees to purchase from 1 to 150 


& 


ployees enjoyed great popularity. According to one survey, 


q “AFTER World War I, stock purchase programs for em- 


in 1927, more than one million employees owned or had 
subscribed for over one billion dollars worth of securities 
of their employing companies and over fifty electric and 
telephone companies had employees’ stock purchase plans.” 
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julsite shares, regardless of salary. In a 
company with many thousands of em- 
ployees, a limitation based on salary 
might be necessary; in a smaller com- 
pany with under 10,000 employees, it 
seems proper to allow all employees to 
purchase up to a fixed maximum, re- 
gardless of salary. It is suggested that 
a reasonable minimum be set; #. e., 4-5 
shares, otherwise the company will 
have the undue expense of administer- 
ing a large number of very small stock 
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an- # accounts. 
t of 
was | genes Most recent plans are de- 
Es- signed so that the purchase price 
ticl- @ will represent a discount from market 
sion @ value. Most present-day plans make 
OUS @ provision for instalment payments by 
on- @ the employees. Thus, the time of fix- 
_ ing the price is an important considera- 
; tion. Under some plans, the price for 
ad the stock is fixed at the time of sub- 
- 4 @ scribing for the stock (see the plans of 
ed, @ The Dow Chemical Company, Phila- 
1S- i delphia Electric Company, or Interna- 
33. tional Harvester Company); under 
he Bf others, the price is determined at the 
time the instalment payments for the 
- stock are completed (see the plans of 
- the telephone company and Westing- 
= house Electric Corporation). 
10 Plans, such as the telephone com- 
he pany’s, proceed on the theory that the 
I- company does not desire the employee 
; to pay a price which exceeds the market 





value at the time payment is completed 
and the stock certificate is delivered. 
However, if this scheme is used and it 
is desired to have a uniform purchase 
price for all employees, it is not pos- 
sible to permit prepayment or to vary 
the period of instalment payments. 
The payments must be so geared that 
the instalments of all employees will be 
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completed simultaneously — this in- 
sures that all employees pay the same 
price for the stock. 

On the other hand, by fixing the 
price at the time the offering is made, 
employees can be offered several alter- 
native ways of paying for the stock. 
Some employees might desire to pay 
for the stock at the time of subscrib- 
ing; others might desire about a year 
to pay; and still others, in order to 
acquire the maximum number of 
shares offered, might desire a longer 
period to pay. Generally, it is not be- 
lieved that payment periods should ex- 
ceed twenty-four to thirty months. 
However, with some plans offered to 
officers and key employees, instalment 
periods of ten years have been 
provided. 


by has been suggested that by fixing 
the offering price at the time the 
offer is made the company runs the 
risk of having the offer fail if the price 
of its stock should decline below the 
offering price. The employees would 
cancel their elections to purchase and 
the effort and expense involved in 
making the offer would be lost. In re- 
ply to this suggestion, however, the 
following points should be considered. 
The offering price should represent an 
adequate discount from average mar- 
ket price for the company’s stock so 
that the normal fluctuations in the 
market would not, under average con- 
ditions, bring the market price below 
the offering price. In the event, how- 
ever, of some unusual financing dis- 
turbance that would affect not only the 
price of the company’s stock but values 
of all securities, it might be advisable 
not to burden employees with stock. In 
the event of a financial disturbance of 
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Revival of Employee Stock Purchase Plans 


ae the past two years, there has been a noticeable revival 

of interest in stock purchase plans for employees. Those in 

favor of such plans point out the failure of such plans after 1929 resulted 

from singularly poor timing and circumstances beyond the control of 
the employers.” 





major proportions, the expense and 
effort involved in making the offer 
would not loom as a major considera- 
tion; rather, the company would not 
desire to jeopardize its relations with 
its employees by having them acquire 
the stock during a time of financial 
unrest and uncertainty. 

Some corporations have sold stock 
to their employees at par or at the 
current market price but have paid 
the employees bonuses in varying 
amounts for each of the five years 
after the acquisition of the stock by the 
employee, provided the employee held 
the stock at the time. Some such 
bonuses have amounted to as much as 
25 per cent of the original purchase 
price. These bonuses had the effect of 
cushioning the effect of a decline in the 
market value of the stock up to 25 per 
cent and also offered an incentive to 
the employee to retain ownership in the 
stock acquired. Since in most cases 
such bonuses were paid in connection 
with the sale of preferred stocks, the 
device was undoubtedly created to 
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avoid some of the corporate problems 
involved in the issuance of par value 
stock at a price less than par. 


ee of Payment: Most plans 

provide for instalment payments 
by payroll deductions. Beyond that, 
there are almost as many arrangements 
as there are plans. For example, the 
plan of the telephone company pro- 
vided for payment of interest by the 
company on the amount paid in at the 
rate of 2 per cent per annum com- 
pounded semiannually; the plan of 
Jewel Tea Company did not provide 
for interest payments but the employees 
received credit for any interim divi- 
dends on the stock; and the plan of 
Johns-Manville Corporation provided 
for the payment of interest by the em- 
ployee on the unpaid balance at the rate 
of 2.7 per cent (being the lowest rate 
of interest paid by the company on its 
funded debt). However, cash payments 
equal to the cash dividends paid on the 
company’s stock were made by the 
company to be applied (a) to the pay- 
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ment of the interest on the unpaid bal- 
ance and (b) of the balance of such 
cash payments, one-half toward pay- 
ment of the stock and the other half 
to the employee. 


Lo plan of the Philadelphia Elec- 
tric Company provided for a down 
payment of $2 per share and the giving 
of a note for $18 per share to a trust 
company which advanced the funds to 
complete the payment for the stock. 
The stock was immediately issued in 
the name of a nominee of the company. 
The dividends on the stock and payroll 
deductions from the employee’s salary 
of at least 25 cents per week per share 
were applied towards the payment of 
the note. There was no interest charge 
on the notes, the company paying the 
trust company a service charge not ex- 
ceeding 60 cents per share with respect 
to all shares purchased under the ar- 
rangement. Payment of the notes was 
not guaranteed by the company. 

There are certain practical objections 
to a bank financing of stock purchases ; 
first, it advocates a system of stock pur- 
chases which places employees in debt ; 
and, second, there is no assurance un- 
der a plan such as that of the Philadel- 
phia Electric Company that the stock 
will be worth the purchase price at the 
time the employee completes paying off 
his loan. This was one of the difficulties 
experienced with plans in 1929. A 
sound stock purchase plan for em- 
ployees should provide “outs” until the 
transaction is final; namely, the em- 
ployee has his stock free and clear. 


eee: Whether the price for 
the stock is fixed at the time of 
the subscription or at the time pay- 
ment is completed, most plans give the 
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employee an opportunity to rescind his 
subscription. The plan of Westing- 
house provided that the employee had 
a right to cancel his election to purchase 
up to the tenth day of the month follow- 
ing that in which he completed payment 
for the stock. However, under a plan 
such as that of the Philadelphia Elec- 
tric Company, the subscription and pur- 
chase by the employee was irrevocable. 

Benefiting from past experience, it 
is recommended that a plan make pro- 
vision for rescission. In view of the 
corporate problems involved in reac- 
quiring common stock, the formulation 
of the plan should consider the matter 
of rescission in relation to the timing 
of the issuance of the stock. 

Tax Consequences: The difference 
between fair market value of the stock 
at the time the employee becomes firmly 
bound to purchase and the purchage 
price represents taxable income to the 
employee.* In plans such as the tele- 
phone company’s, the date for deter- 
mining the fair market value of the 
stock is the date as of which the certifi- 
cates for the shares acquired are issued. 

This does not appear to be an over- 
whelming objection. Employees are re- 
quired to pay taxes out of their salaries 


4 The following tabulation illustrates the tax 
consequences to employees in various tax 
brackets. It is assumed for the purpose of 
this tabulation that an employee may purchase 
one share of stock for each $200 of annual 
wage and that the taxable difference between 
fair market value and purchase price is to be 
$3 on each share purchased. Using the 1949 
tax table for persons with incomes under $5,- 
000, the tax on this additional income, depend- 
ing on the number of exemptions, would be 
as follows: 


Annual 
Salary 
$1,800 

2,600 
3,500 
4,200 
4,900 


Additional 
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and no reason suggests itself why the 
payment of a tax upon this additional 
compensation is unfair to employees. 
The difference between the tax on 
salary and on the additional compensa- 
tion received by purchasing the stock 
at a discount from fair market value 
is chiefly that in the latter case the em- 
ployee may be paying a tax on some- 
thing which may lose its value ; namely, 
if the market price of the stock should 
decline below the price which he paid 
for it. 


Oo. the other hand, one corporation 
has agreed to pay the amount of 
the tax withheld on the additional com- 
pensation received by the employee. 
Since this amount represents additional 
income, the corporation also has agreed 
to pay the additional tax on the tax. As 
can be seen from the illustrations set 
forth in the footnote, the amount of 
tax and tax on the tax are inconsequen- 
tial and it is believed that the payment 
of this tax by the company is worth 
while from the standpoint of employee 
relations. 

The amount of the difference be- 
tween the fair market value of the stock 
sold and the purchase price represents 
a deductible business expense for the 
corporation. 

As intimated above, there is a with- 
holding problem with respect to the 


7 


amount of compensation realized by 
employees upon the acquisition of the 
stock. Such withholding should be 
effected in accordance with the provi- 
sions of § 405.101 of Regulation 116 
and § 405.209 relating to supplemental 
wage payments. 

Also, since the difference between 
the market price of the stock trans- 
ferred and the cost thereof constitutes 
compensation to each individual par- 
ticipant, it constitutes “wages” to the 
employees for the purposes of the Fed- 
eral Insurance Contributions Act and 
the Federal Unemployment Tax Act. 


eae of Plans: Upon com- 
pletion of payment for the stock, 
the employee immediately receives a 
stock certificate entitling him to all the 
rights and privileges of a stockholder. 
This includes receipt of dividend 
checks and communications from the 
company to stockholders and the right 
to vote the stock at annual or special 
meetings. The employee has a real 
sense of having ownership in the 
company. 

Under plans such as that of the tele- 
phone company, the market value of 
the stock will be in excess of its pur- 
chase price at the time the stock certifi- 
cate is delivered to the employee. This 
has the advantage of not having the 
employee pay for a security on the in- 


regulated utility is not as apparent as in an ordinary com- 


q “THE justification for profit-sharing arrangements in a 


petitive business where the profits reflect the energy, inge- 
nuity, and efficiency of the employees from the top officials 
down to the clerks. In the regulated utility, the increased 
efficiency of the corporation works for the benefit of the 
consumer and not the stockholder whose return is more or 
less fixed within narrow limits.” 
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stalment basis which by the time he has 
completed his instalments has a market 
value substantially below the purchase 
price. On the other hand, plans such as 
that of Dow Chemical permit an em- 
ployee to acquire stock at the present 
market price and attempt to hold it for 
a long-term capital gain over present 
market value. This type of program is 
particularly appealing to policy-making 
personnel or the higher-paid executive 
group who desire to obtain a substan- 
tial interest in a business and reap the 
financial gains resulting from their 
efforts. 

These plans do not raise any very 
difficult problems under the Federal 
and state regulatory legislation appli- 
cable to the issuance of securities. If the 
stock offered must be registered under 
the Securities Act, the employees must 
be furnished with a prospectus at the 
time the offer is made to them. The 
Securities and Exchange Commission 
has indicated in at least one case that 
it is not necessary to furnish the em- 
ployee with an additional prospectus 
at the time he completes payment or re- 
ceives delivery of the stock certificate, 
even though such delivery is made more 
than thirteen months after the date of 
the offering prospectus. In this con- 
nection, it should be pointed out that 
if the corporation’s business is con- 
ducted within the state of incorporation 
and all its employees are residents of 
such state (a situation not too uncom- 
mon in the utility field), the offer does 
not have to be registered under the 
Securities Act. 


| aoe of Plans: One of 
the chief disadvantages is that 
straight stock purchase plans lack 
continuity. Naturally, the corporation 
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can make an offer of this nature 
successively over the course of years 
and in this manner employees can build 
up their interest in the securities of the 
company. However, it does not offer 
as comprehensive a scheme for con- 
tinuity as a profit-sharing plan or the 
stock-saving plan described below. 
These plans are not particularly help- 
ful in permitting officers to build up a 
substantial stock interest in the com- 
pany. Since a substantial interest in the 
corporation by officers is probably a 
most desirable thing, it would be ad- 
visable to have two plans, one appli- 
cable to employees other than officers 
and one applicable to officers. The offi- 
cers’ plan should permit the officer to 
elect to purchase a larger percentage 
of stock to his total earnings than the 
plan offered to other employees and 
should offer a longer period in which 
to acquire the stock, the stock to be 
taken down in steps in different years 
so as to mitigate the tax consequences. 


Profit-sharing Plans 


rier involving bonus or profit- 
sharing arrangements seem popular. 
Contributions are made only when 
there are profits and generally em- 
ployees do not contribute.’ In some 
cases, the bonus or profit sharing is 
done by means of a cash contribution 
by the employer to a trust for the bene- 
fit of employees. In other cases, bonus 
or profit sharing is accomplished by 
transferring securities of the corpora- 
tion to the trust. The chief difference 
between the two variations suggested 
is that where stock is distributed as part 
of bonus or profit sharing, the employee 


5 For a detailed analysis of profit sharing 
for workers, see Studies in Personnel Policy, 
No, 97, of National Industrial Conference 
Board, Inc. 
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Disadvantages of Thrift Plans 


CCQoME authorities question whether employees should be encouraged 

to invest their savings in the stocks of the company for which 
they work. The failure of the company would have far-reaching im- 
portance for an employee. The loss of employment is a major catastro- 
phe; such loss would be magnified if, in conjunction with the loss of 
his job, the value of his savings was also substantially impaired.” 





then obtains an additional incentive; 
namely, the importance of improving 
the value of the stock which he has 
received in the past as a share of the 
profits. 

The justification for profit-sharing 
arrangements in a regulated utility is 
not as apparent as in an ordinary com- 
petitive business where the profits re- 
flect the energy, ingenuity, and effi- 
ciency of the employees from the top 
officials down to the clerks. In the 
regulated utility the increased effi- 
ciency of the corporation works for the 
benefit of the consumer and not the 
stockholder whose return is more or 
less fixed within narrow limits.® 


Stock Savings or Thrift Plans 


, l ‘HERE have been relatively few 
stock savings or thrift plans. 
However, since the use of a trust de- 


6 According to Studies in Personnel Policy, 
No. 97, of National Industrial Conference 
Board, Inc., out of 167 profit-sharing plans 
active since 1937 only one public utility com- 
pany had such a plan. 
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vice under § 165(a) of the Internal 
Revenue Code for savings or thrift 
plans may result in important tax bene- 
fits to employees, we may expect that 
management, especially in the public 
utility field, will give more attention to 


these types of plans than has hereto- @, 


fore been accorded them. 

Under such plans the employees in- 
directly become substantial stockhold- 
ers; however, basically such plans 
represent savings schemes—the cor- 
poration by making a contribution en- 
courages employee saving. The con- 
tribution by the employer represents 
additional compensation. 

Advantages of Thrift Plans: One 
advantage of savings plans is that they 
represent a continuing and comprehen- 
sive scheme whereby employees con- 
tinue to increase their financial interest 
in the corporation. 

The primary purposes of such plans 
are not to make stockholders out of 
employees. Rather, they are to en- 
courage thrift, to provide the employee 
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vith a cushion in the event of termina- 
ion of his employment, and to assist 
the employee in creating a small estate 
for his old age or, in the event of death 
iefore retirement, for his family. 

Such savings and thrift plans aug- 
ment pension programs. Although pen- 
jon plans are a matter of pressing 
oncern at the moment, it must be 
recognized that many younger em- 
jloyees are not as concerned with pen- 
ion benefits as they are with accumu- 
ting money during the early period of 
their productive life. Accordingly, a 
tock savings plan of this type should 
have more appeal to many employees 
han a program for increasing pension 
ienefits. It offers each employee addi- 
tional compensation and a savings pro- 
cram and at the same time does not 
freeze him into staying with the com- 
pany until retirement age. This, of 
course, is one of the significant social 
problems created by private pension 
plans; namely, that they will deter 
Mm cople from making changes in their 
employment when such changes would 
be desirable from their own individual 
standpoint. 


DP prvamstiom ns: of Thrift Plans: 
Some authorities question wheth- 
er employees should be encouraged to 
invest their savings in the stocks of the 
company for which they work. The 
failure of the company would have far- 
raaching importance for an employee. 
The loss of employment is a major 
tatastrophe ; such loss would be magni- 
fed if, in conjunction with the loss of 
his job, the value of his savings was 
aso substantially impaired. Query 
whether the dangers for an employee 
inherent in investing in the securities 
of a public utility company are as real 
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as they might be with an industrial 
company ? 

Any savings or thrift plan designed 
to take advantage of § 165 of the In- 
ternal Revenue Code would not offer 
as direct an interest in the company as 
the straight stock offers. Under the 
straight stock offer plans, the employee 
becomes, within a relatively short 
period of time, a stockholder, is in 
physical possession of the stock certifi- 
cates and receives the dividends there- 
on. Under a savings or thrift program, 
it would not be possible to do this and 
also obtain the full tax benefits offered 
by § 165. 


WB, Consequences of Thrift Plans: 
Section 165(a) of the Internal 
Revenue Code provides for the creation 
by employers of tax-exempt stock 
bonus, pension, or profit-sharing plans 
for the exclusive benefit of employees 
or their beneficiaries. 

The contributions to the trust may 
be by the employer or employees or 
both for the purpose of distributing 
to such employees or their beneficiaries 
the corpus and income of the fund ac- 
cumulated by the trust in accordance 
with such plan. 

There must be a predetermined for- 
mula for ascertaining the stock to be 
obtained by the employees and a pre- 
determined formula for distributing 
the stock under the plan after a fixed 
number of years, the attainment of a 
stated age, or upon the prior occurence 
of some event such as illness, disability, 
retirement, death, or severance of em- 
ployment. 

The plan must be permanent as dis- 
tinguished from a temporary program, 
although the employer may reserve the 
right to change or terminate the plan 


MAR. 30, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


the time the contribution is made if 
there is no contingency, other than 


and to discontinue contributions there- 
under. 


In general, the tax advantages of a 
stock trust are: 


1. The contributions by the company 
are deductible as a business expense 
as made. Contributions by the employer 
into a trust exempt under § 165(a) 
are deductible for tax purposes in an 
amount not in excess of 15 per cent 
of the compensation otherwise paid or 
accrued during the taxable year to all 
employees under the trust plan. Sec- 
tion 23 (p) (1) (C) allows a deduc- 


death, under the plan which may cause 
the employee to lose his rights in the 
contribution. See _T:PS No. 9, dated 
August 4, 1944. 

2. The distribution of an employee's 
share of the trust within one taxable 
year at the time of his separation from 
the service of the company shall be 
considered for tax purposes a gain from 
the sale or exchange of a capital asset 
held for more than six months. A differ- 
ent tax treatment is applied to distri- 
butions made other than at the time 


tior 





tion for contributions in the taxable of separation from the service of thei ter 
year when paid if the employees’ rights employer. (See § 165(b) of the In-MM dis 
to or derived from such employer’s con- ternal Revenue Code.) the 
tributions are nonforfeitable at the 3. The income to the trust is tax 7 
time the contribution is made. Regula- exempt. Thus employees who have con 
tion 111, § 29.165-7 provides that an funds in the trust can accumulate thefi pre 
employee’s beneficial interest in the income without tax and at the time off anc 
contribution is nonforfeitable within severing their employment receive such dus 
the meaning of §23 (p) (1) (C) at income as capital gain. pec 
Part II of this article will appear in the next issue of the FortNiGHTLY. oe 

fo 

90,000-unit generating station burning peat only has been i 

opened at Portarlington not far from Dublin. Occupying a 

a 30-acre site the power plant dominates the flat countryside, ne 
including the 4,000-acre bog from which it will draw annually ae 


the 120,000 tons of peat which it will convert into electric 
current. . wh 

The first of its kind in Europe, the plant has its own railway 
system on which the peat is carried from the machines on the 
bog to the furnaces. 

The cost to the factory of the fuel is determined by its mois- 
ture content, but it is a great deal cheaper than imported coal. 
It takes about two tons of turf to generate the same amount 
of heat as would one ton of coal. 

The turf, which is sampled on arrival for moisture content, 


is either fed immediately to the boiler-house bunkers or is S 
stocked for future use. The bunkers in the boiler house can ( 
hold 300 tons of turf for feeding to the three huge furnaces - 
which they serve. As the turf passes to the combustion cham- ~ 
ber of the furnace, hot air is passed through to reduce the ne 
remaining moisture, enabling the turf to burn more readily. “fe 
The three boilers provide 150,000 pounds of steam an hour. the 


The construction of the plant has taken three years. Its out- 
put of power though large is equivalent only to the present the 
yearly increase in consumption, for Ireland is increasingly . 


° ° é Son 
using electric power both in farm and factory, and so other r 
plants of a similar type may be expected to be put into operation suc 
ere long. ing 
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Washington and the 
Utilities 


Coal Strike Aftermath 


0" of the near-disastrous bituminous 
coal strike has come an administra- 
tion-backed plan of study which may 
temporarily halt expansion of natural gas 
distributing facilities into areas east of 
the Mississippi river. 

The President’s proposed coal study 
commission, directed to diagnose and 
prescribe for the ills—labor-management 
and competitive—of the “sick” coal in- 
dustry, of necessity, would also be ex- 
pected to give careful consideration to the 
impact of gas and oil competition on the 
fortunes of coal. 

It is readily conceivable that such a 
new coal commission, if established, 
night suggest to the Federal Power Com- 
mission that it hold in abeyance ap- 
proval of major petitions for pipe-line ex- 
tensions into the eastern states, an area 
where coal is now the dominant fuel, until 
studies are completed. 

Some members of Congress from gas 
and oil states feel the commission will 
make such a move, supporting it with the 
contention that to keep fuel distribution 
ina sort of status quo would both fa- 
tilitate the commission’s work and furnish 
amore accurate gauge of the degree of 
competition between gas and coal. 

One or two Congressmen, perhaps 
more pessimistic than their colleagues, 
far the commission may finally recom- 
mend that natural gas distribution be 
frozen” to those areas now served on 
the ground that it would save the coal in- 
dustry from destructive competition, at 
the same time conserving natural gas for 
some future emergency. 

The Interior Department’s reaction to 
such an arrangement would be interest- 
ing. Some professional conservationists 
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a 


have long contended that known coal re- 
serves are sufficient for thirty centuries 
or more, while natural gas reserves are 
sufficient for but a fraction of that time. 
Should the gloomy forebodings of the 
pessimistic legislators come about, the 
proposed coal commission’s recommenda- 
tions for permanent legislation would 
probably be based on the oft-used phrases 
“in the interests of national defense” and 
“the general welfare” of the people. 


* 


Celler Backs FPC Securities 
Rule 


EPRESENTATIVE Emanuel Celler 
(Democrat, New York), left-wing 
chairman of the Judiciary Committee and 
its Subcommittee on Monopoly Power, 
has given his approval of the recent de- 
cision of the Federal Power Commission 
to require competitive bidding on issu- 
ance of securities subject to the commis- 
sion’s jurisdiction under the Federal 
Power Act. 

In a letter to the commission, Celler 
said the decision is a course of action 
which he had long and repeatedly urged 
before the commission in connection with 
the flotation of gas transmission bonds. 
After detailing some of his own appear- 
ances before the commission to urge that 
certain securities be offered competitively 
rather than placed privately, Celler said: 


I feel that the requirement of com- 
petitive bidding for the issuance of 
securities by public utilities will be a 
constructive action in the public in- 
terest. Choice securities will now be 
made available to the public and to 
smaller institutions rather than con- 
tinually secreted within the hoards of 
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large insurance companies. All negotia- 
tions will be at an arm’s-length basis, 
eliminating the power of secret alli- 
ances between investment bankers and 
institutional investors. Public utility 
corporations will frequently obtain 
their borrowed capital at increased 
savings. 


He concluded with the observation that 
the rule would not only provide uniformi- 
ty in the issuance of public utility securi- 
ties, but would be an important safe- 
guard against the dangers of continuous 
private placement. 


* 


Light on WRPC Influence 


WwW the passage of time, it becomes 
clearer that the White House seems 
disposed to give the recently created 
Water Resources Policy Commission a 
chance to develop tremendous influence 
in the writing of legislation affecting 
water developments, including public 
hydroelectric power and Federal irriga- 
tion. 

This is seen upon closer examination 
of the new administration bill (HR 7351) 
to amend the Reclamation Act and give to 
the Secretary of Interior more discretion 
in the authorization and initiation of new 
projects. 

The new measure, actually a revision 
of HR 1770, is reported to have been 
written in its entirety by the WRPC, 
and transmitted—indirectly—to the Con- 
gress through the medium of a letter of 
approval from Budget Director Pace to 
Interior Secretary Chapman. 

Another indication of the commission’s 
growing importance is its swelling staff. 
Authorized to draft technical. and other 
assistants from other government agen- 
cies, WRPC has borrowed several from 
its next-door neighbor in Washington— 
the Federal Power Commission. 


¥ 


Seek Extended SEC Control 


K EY Officials of the Securities and Ex- 
change Commission are seeking 


broader authority for the commission 
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over the issuance of securities by railroad, 
electric utility, and natural gas companies, 
In a letter to the House Interstate and 
Foreign Commerce Committee last year 
—only recently made public—some of the 
commissioners gave their “long-range 
view.” 

They recommended broad dominion be 
given a single Federal agency over the 
securities of carriers and other public 
service companies. The implication was 
clear that SEC should be that agency. 
Such a proposal would seem to conflict 
with the position of the Federal Power 
Commission, which now regulates non- 
holding company electric utility securi- 
ties and seeks similar control over natural 
gas securities. The Interstate Commerce 
Commission has exclusive control over 
railroad securities, but the SEC members 
suggest that it is an unwise policy for the 
same Federal agency to control both fi- 
nancing and the operations of a carrier. 

Separation of securities and rate regu- 
lation was especially urged by SEC Com- 
missioner McEntire, signer of the letter 
to Congress. He is quoted as saying : “By 
and large, if you regulate both, you pay 
too much attention to one or the other. 
In a given instance, for example, the 
soundest capital structure may not make 
for the lowest rates.” It is noted here 
that the Hoover Commission task force 
on regulatory agencies recommended 
that the security policing functions of 
both Federal Power Commission and the 
Securities and Exchange Commission be 
“reéxamined, integrated, and placed in 
a single agency.” 

There is also the argument that SEC 
is better equipped to handle regulation 
because of its staff of experienced and 
technical experts. Further, the SEC, un- 
der the Holding Company Act, the Se- 
curities Act, and other legislation it ad- 
ministers, has won increasing respect in 
financial and investment circles. 

The proposal is too broad and too long- 
range in nature to appraise the actual out- 
come, but it may serve to slow action on 
the Crosser Bill (HR 5306), now pend- 
ing in the House Interstate and Foreign 
Commerce Committee, to give FPC au- 
thority to regulate natural gas securities. 
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WASHINGTON AND THE UTILITIES 


Washington Group Backs 
Super Co-ops 
ee ranking Federal personages have 
given unqualified endorsement to the 
rural electric “super codperative” plan 
whereby the big REA-financed generat- 
ing and distributing systems lease their 
facilities to an Interior Department 
agency, the Southwestern Power Ad- 
ministration, thus obviating the necessity 
of congressional appropriations for steam 
plants to be integrated into a Federal 
grid. (See, also, page 448.) 

Interior Secretary Oscar Chapman, 
REA Administrator Claude Wickard, 
and Senator Lister Hill (Democrat, Ala- 
bama), as well as Tennessee Valley Au- 
thority Chairman Gordon Clapp, speak- 
ing before the recent Chicago convention 
of the National Rural Electric Codpera- 
tive Association, more or less went “all 
out” for more, bigger, and better “super 
cooperatives.” 

Chapman told enthusiastic delegates 
that Interior’s power agencies and 
NRECA are “partners in a common 
cause.” Terming the recent deals between 
SWPA and REA “beneficial” to the 
government and the co-ops, he declared 
there is a “mutual interdependency which 
will increase as we strive to satisfy more 
of our national power needs.” His audi- 
ence was dazzled with the prediction of 
the installation of 25,000,000 kilowatts of 
Federal power capacity within the next 
fifteen years, thus promising security, 
freedom from fuel bills or fuel worries, 
and rate stability. In mentioning power 
“wheeling” contracts with utility com- 
panies, Chapman assured his listeners 
that “no arrangement, present or con- 
templated, will affect the preference status 
of rural codperatives.” 


WV denied implications of Rep- 
resentative Boyd Tackett (Demo- 
crat, Arkansas) that the use of REA 
loans to build generating and transmis- 
sion facilities for the benefit of Interior 
Department agencies by-passed Congress 
or violated any law. Parenthetically, it 
is noted here that Tackett has introduced 
a bill (HR 6782) which would require 
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specific congressional approval of each 
super codperative loan. Giving his listen- 
ers a broad hint that they might do a little 
lobbying against the Tackett Bill, the ad- 
ministrator said he had described what 
REA is doing (in the way of super co-op 
loans) “in the hope that you may better 
know where your interests are and what 
action you should pursue to protect 
them.” Reflecting sensitiveness to mount- 
ing criticism—in Congress and elsewhere 
—of the REA-SWPA contracts, Wick- 
ard asserted these loans are justified 
“where no adequate and dependable 
source of power is available in the area 
to meet the borrower’s needs.” He de- 
clared he will adhere to this policy until 
such time as it is changed by Congress. 
The subject of regulation was by- 
passed by Senator Hill. He told the 
gathering that “with a monopoly of lines 
to the government dams, the private com- 
panies would be able to charge you 
monopoly prices.” He also denounced the 
Tackett Bill, giving full support to Ad- 
ministrator Wickard’s announced policy. 


* 
Senate Weighs Gas Bill 


HE Senate recently got around to 
consideration of the long-delayed 
Kerr Bill (S 1498), to exempt inde- 
pendent producers and gatherers from 
FPC jurisdiction under the Natural Gas 
Act. Despite a steady drumfire of criti- 
cism from left-wing columnists and com- 
mentators, supporters of the bill expect 
that it will pass, although not by as 
comfortable a majority as previously in- 
dicated. If so, no difficulty is expected in 
conference, because differences between 
the Kerr Bill and the House-approved 
Harris Bill (HR 1758) are slight. 
Assuming congressional passage, how- 
ever, critics of the measure plan to con- 
tinue their pressure on the White House, 
in hope of persuading the President 
to veto it, because of alleged politi- 
cal unpopularity of the measure. Sena- 
tor Humphrey (Democrat, Minnesota) 
claims that Clark Clifford, ex-presiden- 
tial adviser, has been retained to promote 
the bill. 
MAR. 30, 1950 





Exchange Calls 


Texas Rural Phone Bill 
Passed 


oe Texas legislature has passed a 
rural telephone codperative bill 
similar, after amendment, to the Federal 
rural telephone loan legislation passed by 
Congress last year. Critics of the bill 
originally introduced in Texas waged a 
successful fight to incorporate antidupli- 
cation clauses. One provision would 
prevent cooperatives from duplicating a 
system performing “reasonably ade- 
quate” service. Another would explicitly 
prevent co-ops from forcing small com- 
pany consolidations where reasonable 
service exists. 

Prior to passage, two sections of the 
bill were struck out. One instructed the 
courts to construe the act liberally and 
the other stated that the act would super- 
sede existing law in event of conflict. The 
recently enacted Georgia and Virginia 
bills also had certain parallel features. 

Similarity of original drafts of the 
state rural telephone codperative bills 
suggests common authorship, according 
to observers. The original drafts of the 
state bills show marked similarities sug- 
gesting circulation of a “model” bill. 
While REA headquarters in Washington 
has always made available sample state 
bills in the development of rural elec- 
trification co-ops, there is no indication 
that it has sponsored any “model” state 
rural telephone bill draft. 

The situation opens to conjecture the 
possibility that the National Rural Elec- 
tric Codperative Association is encourag- 
ing state legislation enabling the estab- 
lishment of rural telephone codperatives, 
in anticipation of the expiration of the 
one-year priority on loan considerations 
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And Gossip 


now extended to existing telephone or- 
ganizations under the Federal act. This 
one year of grace expires next October 
for the existing organizations—mostly 
independent telephone companies. 


kb of the Texas bill, regarding 
co-op “patronage credits” to be 
honored upon the dissolution of any co- 
Operative, follows very closely official 
REA thought on the preservation of the 
co-op form as against any subsequent 
move to convert it to commercial cor- 
porate enterprise. Other states may ex- 
pect similar agitation to that experienced 
in Texas, where the bill suddenly ap- 
peared in full bloom at the tail end ofa 
special session called to enact other legis- 
lation. The avowed sponsor of the original 
bill in the Texas legislature did not appear § 
entirely familiar with the text or salient 
provisions on the eve of committee action. 

Sources close to Federal REA in 
Washington reported little enthusiasm 
there over the restrictive provision placed 
in the new Virginia co-op telephone legis- 
lation, as approved by both state cham- 
bers. As in the case of the recent Georgia 
law, the placing of the co-ops under state 
commission control seems to come in for 
most of the hard looks at the new laws. 
The Kentucky bill—as it passed the state 
senate, 28-0—also made the co-ops sub- 
ject to the state public service commis- 
sion. 


* 


Loan of FCC Assistance 


,. to permit state commissions to 
obtain the loan of Federal Com- 
munications Commission assistance—in 
regulatory proceedings—has been intro- 
duced in the House. Representative Hall 
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EXCHANGE CALLS AND GOSSIP 


(Republican, New York) has sponsored 
, measure (HR 7385) to amend the 
Communications Act so as to authorize 
the FCC to make available to state regula- 
tory commissions “such information and 
reports as may be of assistance in state 
regulation of public utilities.” 

Upon request, the FCC would also 
end its experts as witnesses in rate, 
valuation, and other proceedings. The bill 
is parallel to similar provisions contained 
in the Federal Power Act and Natural 
Gas Act. 

* 


Governor Signs Tax Bill 


OVERNOR Battle of Virginia early 
this month signed the Adams- 
Holland house bill prohibiting localities 
from levying license taxes on radio and 
television stations. 

The bill, which passed the general as- 
sembly easily, was the subject of several 
public hearings. It drew considerable op- 
position from the city of Martinsville, 
which levies a license tax on the radio 


station there. 


Phone Company Wins Ruling 


i pe California Supreme Court re- 
cently ruled the state public utilities 
commission has no authority to say how 
much the Pacific Telephone & Telegraph 
Company shall pay its parent company, 
American Telephone and Telegraph 
Company, for services. The decision re- 
versed an order of the state commission 
by a vote of 5 to 2. 

Before the commission edict, PT&T 
had been paying about one per cent of 
its gross revenue to the parent company 
for services which included statistical re- 
ports, research, and other items. AT&T 
owns 87.93 per cent of PT&T. 

Several months ago the state commis- 
sion granted a rate increase to PT&T, 
but ruled that, because the increase would 
boost gross revenue, the service fee to 
AT&T should in no case go above $2,- 
250,000 a year. PT&T appealed on the 
grounds the commission had no jurisdic- 
tion to prescribe terms of its contract. 
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The majority decision of the state 
supreme court said the Public Utilities 
Act does not specifically grant the com- 
mission power to regulate contracts by 
which the utility procures labor, material, 
and services, “whether such contracts are 
made with an affiliated corporation or 
others . . . Determination of what is 
reasonable in conducting the business of 
the utility is the primary responsibility 
of its management.” 


* 
Phone Co-op Discussed 


~~ for organization of a rural tele- 
phone coéperative in Ballard and Mc- 
Cracken counties, Kentucky, under pro- 
visions of the Rural Telephone Act, were 
discussed recently. Named president of 
an organizing committee was Paul Rus- 
sell, Kevil. Wilson Rudolph, Kevil, was 
elected vice president, and C. B. Rollins, 
Kevil, secretary. Six other members were 
named to the committee. 

The codperative plans to serve all of 
Ballard county, the western section of 
McCracken county, including Heath. The 
organization would purchase these pri- 
vately owned exchanges if the Federal 
government approves its formation: 
Wickliffe, Barlow, Bandana, Blandville, 
LaCenter, Lovelaceville, Kevil, and 
Heath. 

¥ 


Governor Names Arbiters 


OVERNOR Alfred E. Driscoll of New 
Jersey early this month named the 
three public members of the 5-man ar- 
bitration board that will seek to settle 
the dispute between the Communications 
Workers of America, CIO, and the New 
Jersey Bell Telephone Company. The 
governor seized the telephone company’s 
facilities on March Ist to avert a strike 
of 12,000 operators. Under state law, 
seizure permitted him to establish the ar- 
bitration board. 

He named as chairman of the panel 
Dr. William H. Martin, dean of the Col- 
lege of Agriculture of Rutgers Uni- 
versity. The two arbitrators are Dr. 
Arthur Lesser, Jr., associate professor of 
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industrial management of Stevens In- 
stitute of Technology in Hoboken, and 
Arthur R. Lewis, professor of law at 
Rutgers. The governor also officially 
named the representatives selected by the 
company and the union as members of the 
panel. The union has chosen William M. 
Dunn, assistant to the president of the 
union in Washington, as its representa- 
tive. The company named Harold W. 
Lord, assistant vice president, as its board 
member. 

The state’s public utility antistrike law, 
under which the seizure was effected, dies 
on March 31st. The governor told news- 
men he did not intend “that the law shall 
expire.” Acting for the governor, the 
president of the state senate has intro- 
duced a bill for a permanent utility anti- 
strike law, providing for compulsory ar- 
bitration where other settlement measures 
fail. The new measure would make two 
minor changes for clarification purposes 
and would eliminate the fact-finding 
panels now in use. 

The bill would continue the governor’s 


power to seize and operate a public utility 
when a work stoppage is threatened 
which might jeopardize the public wel- 
fare. Also continued would be the 60-day 
notice period which either a utility or the 
employees must serve in the event a work 
stoppage is threatened. 


> 
FCC Reorganizes 


HE Federal Communications Com- 

mission is moving swiftly with its 
own reorganization in an effort to head 
off further congressional action on the 
Senate-approved McFarland Bill (S 
1973). This is the bill which would divide 
up the commission along “functional” 
as distinguished from “professional” di- 
visions (1.¢., one division for telephone 
and telegraph, another for radio broad- 
casting, and another for miscellaneous 
radio as compared with the present set- 
up of Law, Accounting, and Engineer- 
ing). But the FCC lawyers, who continue 
to be a dominating force, do not like the 
McFarland Bill emphasis on separating 
the staff from judicial deliberations of 
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the various members of the commission, 

The commission recently adopted a 
staff suggestion to establish its own 
“Common Carrier Bureau.” This bureau 
has four subdivisions, one especially for 9 
telephone companies. Previously the 
FCC had recommended, to Chairman | 
Sadowski (Democrat, Michigan) of the § 
House Interstate Commerce Subcom- J 
mittee on Radio, that the McFarland § 
Bill should not be passed by the House § 
in the form approved by the Senate. The 
FCC (Commissioner Jones dissenting) 7 
objected to the bill’s restrictions against 9 
FCC lawyers and other staff members fj 
dealing with the commission members in FF 
closed sessions, rather than in “open §J 
court.” Beginning April 3rd, Harold J. 
Cohen, FCC lawyer, will head the tele- J 
phone division of the new FCC “Com- § 
mon Carrier Bureau.” So far, adminis- 
tration influence has been successful in 9 
stalling the House committee hearings J) 
on the McFarland Bill, due to the illness 
of Chairman Sadowski. But senatorial § 
supporters of the bill, annoyed over the § 
FCC’s efforts to sidetrack it, were ex- 
pected to press for House action. 


eB 
Rural Phone Loans 


OVING slowly, the Rural Electrifica- 

tion Administration by mid-March F 

had approved less than half a dozen loans § 
to private telephone companies for the F 
expansion of their rural services under 9 
provisions of the 1950 REA appropria- § 
tions act. Officials of the administration 
explain that newness of the program and § 
shortage of technical help are responsible 
for the delay. On the other hand, there is 
some apprehension in private company 
quarters that not enough loans will be 
cleared by October 28th, after which date 
existing telephone organizations, mostly 
independent companies, would lose their 
present exclusive right to make loan ap- 
plications for their own service area. | 

The New Lisbon Telephone Company, 

Inc., Indiana, the second REA borrower 
to get its application approved, is due to | 
get a $45,000 Federal loan to extend its 
service to an additional 134 customers. 
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Financial News 
and Comment 


By OWEN ELY 


Effects of Higher Coal Prices 
On Utility Earnings 

OME investors in utility equities have 

been a little disturbed by the possible 
effects on utility earnings of the pending 
rise in the price of bituminous coal as a 
result of wage increases recently granted 
to John L. Lewis’ cohorts. Early esti- 
mates were that bituminous coal might 
rise 10-30 cents per ton. Utilities near 
the mine mouth would naturally be hurt 
more than others. These companies prob- 
ably pay from $3 to $5 for coal, depend- 
ing on whether the mines are “strip” or 
underground. Some utilities such as 
Union Electric (North American Com- 
pany), Ohio Power (American Gas & 
Electric), and Alabama Power (South- 
ern Company) own their own mines and 
operators’ profits are thus eliminated. It 
is assumed that nonunion mines will be 
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affected about the same as union mines. 
Assuming an average increase of 20 cents 
a ton, therefore, the increase in coal costs 
might range from 7 per cent for a low- 
cost company like Ohio Power down to 
2 per cent for high-cost companies such 
as Consolidated Edison and Boston Edi- 
son, which have to pay heavy freight 
charges. 

However, the matter isn’t as simple 
as this. Ohio Power probably won’t face 
higher costs this year because operating 
efficiency is constantly being increased 
in its mines. The new mechanical 
mining monsters made by Joy Manufac- 
turing and others should cut costs. Strike 
interruptions naturally raise overhead 
mining costs, and steady operations will 
lower them. Competition from other fuels 
will prove a factor. In this connection it is 
interesting to note that in the month of 
January the electric utilities used 11 per 
cent less coal than a year ago but the use 
of gas gained 20 per cent and oil in- 
creased 46 per cent. Hydro produced 31 
per cent of the total January output. 


iy studying possible effects on individ- 
ual utilities’ earnings it is necessary 
to check the following points: (1) The 
proportion of energy generated by hydro 
as compared with steam power. (2) The 
amount of purchased power (although 
the cost of this may increase if there is 
a fuel clause). Cost of fuel and of pur- 
chased power are not always stated in 
the annual reports, but are obtainable in 
the FPC annual statistical volume or the 
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Institutional Utility Service. (3) The 
proportion of other fuels used—gas or 
oil. (4) The extent to which the utility 
can pass savings onto its customers 
through the use of fuel clauses in its 
electric or gas rates—there has been a 
considerable increase in the use of such 
escalator clauses in the past two or three 
years. 

The transition from coal to oil is pro- 
ceeding rapidly among both railroads and 
utilities. For example, Cleveland Electric 
is now said to be generating exclusively 
from oil and in Philadelphia oil makes 
up about 70 per cent of the energy fac- 
tor. Public Service Electric & Gas now 
uses coal and oil about equally, and Con- 
solidated Edison is using considerably 
more oil than formerly. In 1949, it is 
estimated, 68 per cent of all fuel burned 
by electric utilities (in heating value) 
was coal, 13 per cent oil, and 19 per 
cent natural gas. In 1946 the ratios were 
77 per cent, 9 per cent, and 14 per cent. 

In 1949 the first results of the utilities’ 
big construction program became evident 
in greater efficiency. In that year they 
burned only 1.229 pounds of coal (or 
equivalent amount of oil or gas) com- 
pared with 1.303 in 1948, a gain in effi- 
ciency of about 6 per cent. A similar gain 
will probably be registered this year. 
Large new units, with use of hydrogen, 
burn only about three-quarters or eight- 
tenths of a pound of coal per kilowatt 
hour. 


¥ 


Long-term Stability of Electric 
Utility Earnings 
te TATHAM, JR., vice president 

of Institutional Utility Service, Inc., 
recently gave an interesting talk on the 
stability of electric utility earnings before 


the third annual convention of the 
National Federation of Financial Ana- 
lysts Societies. Industrial and rail earn- 
ings, he pointed out, have gyrated wildly 
over a period of twenty years. Thus if 
1929 be taken as 100 per cent, the net 
income of 430 industrial companies de- 
clined to only 1 per cent in 1932, rose 
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to 82 per cent in 1937, fell to 43 per 
cent in 1938, rose to 93 per cent in 1941, 
declined to 79 per cent in 1942, and sub- 
sequently rose to 212 per cent in 1948, 
The aggregate net income of all class | 
railroads fell from 100 per cent in 1929 
to 15 per cent in 1931, vanished com- | 
pletely (turned into deficits) during the 
next three years, rose to 18 per cent in 
1936, turned “red” again in 1938, rose 9 
to 100 per cent in 1942, declined to 32 J 
per cent in 1946, and rose again to 78 § 
per cent in 1948. 


N the other hand, the net income of J 

the electric utilities declined from | 

100 per cent in 1929 to 67 per cent in 
1934, and then rose with but minor fluc- 7 
tuations to 116 per cent in 1948. The | 
astonishing stability of the average 6 per | 


cent rate of return earned on investment 7 


is indicated in the table (opposite page), | 
prepared by Mr. Tatham. We quote his § 
conclusions as follows: 


The record shows that the electric | 
industry has successfully weathered de- | 
pressions, wars, and inflation; that it 
has maintained an astonishing con- — 
tinuity of earning power through good 
times and bad. Why should it not § 


continue to do so? To me seven of § 


the most convincing reasons are: 


1. Nothing is more vitally essential | 
to the country’s economic welfare than | 
a physically well-developed and finan- 
cially strong electric power industry. 

2. There is a known potential de- § 
mand for electric service substantially § 
greater than that presently being met. J 

3. This will ensure a steady growth 
in output, sales, and revenue, as long 
as the country continues on an even 
keel. 

4. The industry’s record provides 
convincing evidence that expanding 
sales will be accompanied by an ade- 
quate profit margin. 

5. In the event of a business depres- 
sion the decline in consumption of 
electricity should be substantially less 
than the decline in business activity. 

6. This decline in consumption will 
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come primarily in the low rate brackets 
of industrial use, and will be largely 
offset by a comparable decline in 
operating expenses, principally cost of 
fuel. 

7. In the event of further price infla- 
tion the record of the state regulatory 
commissions over the past couple of 
years should reassure investors on the 
question of obtaining rate increases 
whenever these prove necessary. 


¥ 
“Automatic” Utility Rate Plans 
Prove Impracticable 


EVERAL years ago Potomac Electric 
Power met with difficulties when it 


7 


tried to raise rates under its “sliding- 
scale” arrangement, the so-called “Wash- 
ington plan.” The plan worked splendidly 
as long as rates were adjusted downward 
year after year. The basic rate of return 
was originally set at 74 per cent back in 
1925, but was subsequently lowered to 
7 per cent in 1933, to 64 per cent in 
1936, to 6 per cent in 1938, and to 54 
per cent in 1944. In 1944, also, an original 
cost rate base was ordered by the 
District of Columbia commission (cut- 
ting $5,600,000 out of the base) ; cash 
working capital was eliminated; and 
changes were also made in the method 
of adjusting for depreciation. 

The company fought these changes, 
but the U. S. Supreme Court in 1947 


ELECTRIC UTILITY INDUSTRY RECORD 1902-49 
(Millions of Dollars) 


Year 
1902 
1907 
1912 
1917 
1922 
1927 
1932 
1937 


Source 


Uv. & Census (B) 


Average 


1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 


1949 (D) 


Average 


Gross 
Income 
30 


Invest- 
ment (A) 
$ 619 

69 
116 


zR 


MMANA AMMAN A NU 
ONDNNK OANOOACO — 


15,720 
17,100 (E) 


1,007 
6.0% 


(A) Represented by total capitalization and surplus, except that years 
1902-1927 represent total bonds and stock outstanding. 

(B) U. S. Census figures cover the entire electric industry contributing 
to the public supply, both private companies and municipal plants. 

(C) Federal Power Commission figures cover the privately owned 
class A and B electric utilities, defined as those with annual electric 


revenue of $250,000 or more. 


(D) Twelve months to November 30th. 


(E) Estimated. 
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upheld the commission. As a result the 
company had to continue making refunds 
to customers. Its average residential rate 
in 1948 was only 2.29 cents compared 
with the U. S. average of over 3 cents. 
While revenues increased from less than 
$15,000,000 in 1937 to over $35,000,000 
in 1949—an increase of about 140 per 
cent—net income for stockholders was 
lower in the twelve months ended Sep- 
tember 30, 1949, than in the calendar 
year 1936. Obviously, this has been a 
one-way plan—it has not afforded any 
protection for stockholders, and all the 
benefits have gone to consumers. 


n 1944, after two years of conferences 
with the New Jersey Board of Public 
Utility Commissioners, New Jersey 


Power & Light Company installed a “rate 
adjustment plan” which it was thought 
would provide a scientific formula for an 
automatic determination of rate increases 
or decreases. The plan had been care- 
fully developed and was hailed as an 
excellent means of recognizing efficient 


management and of stabilizing earnings 
through the setting up of temporary re- 
serves. But in May, 1949, the company 
petitioned the commissioners to approve 
a deviation from the standard application 
of the plan so as to permit an increase 
in the basic rate of return from 5.29 per 
cent to 6 per cent, and also requested a 
rate increase of about $1,000,000 annu- 
ally. This was denied by the commission 
and recently the company gave notice 
that it had terminated the operation of 
the plan at the end of 1949, and that it 
would reénter a request for an increase 
in rates. 

What was the matter with the plan? 
Apparently the company officials do not 
think it provided sufficient stability in 
the annual rate of return on the rate base. 
Rate of return was tied closely to the 
actual current cost of senior financing 
and indicated current yields on utility 
common stocks. A return of 5.29 per 
cent a year ago under the formula (it 
would probably be lower now) proved 
inadequate. To gear rates and rate of 
return too closely to temporary market 
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fluctuations of utility securities is obvi- 
ously impracticable—a longer-term point 
of view ‘s necessary to protect stock- 
holders. 


* 
Consumer Use of Electricity in 


Britain Half of U. 8. 


HE accompanying chart compares 

the use of electricity in Great Britain 
with that in the United States : The aver- 
age use per annum by ultimate consumers 
is about half as much in Britain as it 
is here. The ratio shows improvement 
since the early 1920’s when it was only 
about one-third. As might be expected, 
however, the comparison is now less 
favorable than in the immediate prewar 
period—our great wartime and postwar 
increase in power output has not been 
matched in England. The electricity sup- 
ply industry in Britain was nationalized 
on April 1, 1948, but the time which has 
elapsed since that date is still too short 
to reflect any definite change from the 
long-term trend, according to the Edison 
Electric Institute. 

Because of the depreciation in the 
value of the pound, it is difficult to com- 
pare British residential rates with those 
in the United States. In 1948-49 the 
average cost for “lighting, heating and 
cooking” was 1.445 pence per kilowatt 
hour and the average for all power sales 
was 1.176 pence. It is interesting to note 
that, despite the fact that the government 
had taken over the industry, the average 
residential rate was about 4 per cent 
higher in 1948-49 than in the previous 
year. However, this increase was doubt- 
less due to devaluation of the pound 
sterling. 

It is difficult to translate English rates 
per kilowatt hour into American cur- 
rency, for comparison with American 
rates. The 1947-48 British rate for 
“lighting, heating, and cooking” included 
commercial service, and taking the pence 
at the old official rate of about 2 
cents, the amount (1.389 pence) would 
approximate 2.78 cents. This would com- 
pare with our own residential rate of 
about 3.05 cents and commercial of 2.68 
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cents. Of course, with the devaluation 
of the pound to $2.80 the British pence 
is valued at only about 1.17 cents (in 
actual exchange, less than a penny). On 
this basis the cost of electricity in Eng- 
land would be cheaper than here, which 
is doubtless explained by lower wage 
standards and the “freeze” of wage rates 
despite devaluation. 
7 


Changes in Stock Table 


SB “integrated” holding companies 
are now achieving an investment 
status closer to that of the operating 
companies, particularly where they con- 
form to the SEC standard of a 25 per 
cent equity ratio on an over-all system 
basis. Several of the old-line companies 
have been long dividend payers. Those 


LIST OF BROKERS’ UTILITY STORIES* 


Company 


Broker 


American P. & L. (new) Goldman, Sachs 
Atlantic City Electric ..........00- Eastman, Dillon 
Boston Edison Company Data Book 
Central Arizona L. & P. ........0. Paine, Webber 


Central & South West Josephthal & 


Pinawerucucnicomened 


Cincinnati Gas & Electric Company Data Book 
SE | eee re ere 


General Public Utilities Hentz & Co. 


Gulf States Utilities Paine, Webber 
International Hydro Electric DE, ced cveneccanewene’ 
Iowa-Illinois G. & E. .........000. Goldman, Sachs 

Iowa-Illinois G. & E, ............. L, , Pee GE, ccccccccess 
Iowa Power & Light Goldman, Sachs : 

Iowa Power & Light ............: a. EO OE GO, ig wcvcscnswes 
BNE GE BANE sc cecccccvccuses ON Le ee ee 


Laclede Gas Light Tosephthal & 


Long Island Lighting Goldman, Sachs 
Mexican Light & Power .......... New York Hanseatic 


Niagara Mohawk Power First Boston 


Niagara Mohawk Power ......... Eastman, Dillon 


Niagara Mohawk Power 


Niagara Mohawk Power Harriman Ripley 
North American Co, ........scce0- Goldman, Sachs 


Pacific Lighting Kerr & Co 


Public Service of Colorado Paine, Webber 
Puget Sound Power & Light ...... PO Diiccenbaecsecehedae 


St. Joseph Light & Power Josephthal & 


St. Joseph Light & Power......... Le errr rere 
St. Joseph Light & Power Goldman, Sachs 

Southern Natural Gas Company Data Book 

Standard Gas & Electric Glore, Forgan & Co. .............- 
RN ooo inrync 5 veh eke canes Paine, Webber 
pee SL eS Pe OTR 
West Penn Electric ee Le ae ee earn 


General Reviews, Etc. 


Monthly Summary ........... .+++Eastman, Dillon 
Debutantes among Electric Utilities... James H. Oliphant & Co. .......... 
“Utility Stocks Lack Appeal” Lp EN ee 


Electric Utility Stocks First Boston 
Twelve Utility Stocks with 
Prospects for 1950 Dividend 


Dt taped indeeaweess 


_ 


DU \ nae panes dntewewes 


mr 


4 
3 
1 
7 
2 
7 
2 
3 
4 
6 
7 
2 
6 
6 
4 
6 
4 
2 
7 
2 
2 
8 
5 
3 
1 
4 
5 


we 
are 


Increases EMR, occ uteaudees sews 


Natural Gas Industry** ........... Scherck, Richter (St. Louis) 


Five Natural Gas Producers Kerr & CG 


*Similar lists have appeared in the FortnicHTLy of January 5, 1950; during 1949, in the 
September Ist, May 26th, and March 17th issues; and in 1948 in the December 16th, September 


9th, June 3rd, and March 11th issues. 


**“Kit” contains general discussion of the industry and 2-page description of 20 companies. 
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in the South have been especially popular 
in the past year because of their low cost 
of fuel and rapid growth of operations. 

We have therefore decided to incorpo- 
rate the common stocks of these com- 
panies in our regular list of dividend 


& 


payers, which are arranged alphabetically 
in size groups. Naturally most of the 
holding companies will fall into the first 
group, companies with annual revenues 
of over $50,000,000. Canadian companies 
will be listed separately. 


DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 


3/8/50 Indicated 
Price Dividend Approx. Cur. 


% of Rev. 
Share Earnings Price- Avail. 
Prev. % In- Earn. For Com. 











About Rate teld Period Period crease Ratio Stock 

Revenues $50,000,000 or over 

S American Gas & Elec. .... 54 $3.00 5.6% $4.31d** $3.89** 11% 125 — 
B_ Boston Edison ............ 49 2.80 5.7 291d 2.90 — 168 11 
S Central & South ee - a ae .90 5.6 1.33s** 1.20** 11 120 — 
S Cincinnati G. & E......... 35 1.80 5.1 2.72d** 2.14** 27 12.9 13 
S Cleveland Elec. Illum, ..... 45 2.40 5.3 3.06d** 2.50** 22 147 11 
S Commonwealth Edison .... 31 1.60 5.2 2.13d 1.76 21 146 10 
S Consol. Edison of N. Y. .. 30 1.60 5.3 Zang 233 Te BS 7 
C Consol. Gas of Balt. ...... 76 3.60 4.7 4.57d** 3.64** 26 16.6 8 
S Consumers Power ........ 36 2.00 5.6 2.41j** 2.17** 11 149 13 
S Detroit Edison ........... 24 1.20 5.0 1.78j)** 1.39** 28 13.5 8 
C Delet Powel ......cccccss 96 4.00 4.2 836d 6.48 a ts. 
S General Pub, Util. ........ 18 1.00 5.6 2.00d 1.48 35 90 — 
S (Middle South Util. ........ 20 1.10 5.5 1.90d** 1.65** 15 105 — 
S New England El. System .. 12 80 6.7 1.30d** .98** 32 106 — 
S Niagara Mohawk Power .. 24 1.40 5.8 1.94d 1.59 22 124 — 
S North American .......... 22 1.20 5.5 1.76 1.84 — 147 — 
S Northern States Power... 12 .70 58 1.03d** .78** 32 117 13 
SS Saar 35 2.00 5.7 2.973 2.83 § 3s # 
Ss. Le eee 34 2.00 5.9 1. mae 1.86** D& 19.9 8 
S Penn Power & Light ...... 24 1.20 5.0 2.20j** 1.79** 23 10.9 9 
C Philadelphia Co. .......... 19 1,00 5.3 1.04s 88 18 183 — 
S Philadelphia Elec. ........ 25 1.20 4.8 1.81d** 1.48** 22 138 12 
S Pub. Serv. E. &G. ........ 24 1.60 6.7 2.25d** 2.13** 6 10.7 8 
S So. Calif. Edison .......... 35 2.00 5.7 2.99d 1.83 63 11.7 7 
ee ee eee 134 80 5.9 1.19)** 87** 37 114 — 
O Texas Utilities ........... 24 1.28 5.3 2.00d** 1.73** 16 120 — 
S Virginia Elec. & Power... 21 1.20 5.7 1.63j** 1.07** 53 12.9 9 
S West Penn Elec, ......... 27 1.80 6.7 3.31PF 3.27PF 1 82 — 
S Wisconsin Elec. Power ... 22 1.20 5.5 1.89d** 1.69** 12 11.6 8 

ND 550. ce dsenseess 5.5% 13.0 

Revenues $25-$50,000,000 

S Cossiien FS Ey cnc cceccss 34 $2.00 5.9% $2.92j** $2.31** 26% 116 13 
ee 8 eee 19 1.20 6.3 1.55d** 1.46** 6 123 15 
O Connecticut L. & P........ 59 3.25 5.5 3.76j** 3.40** 11 15.7 12 
S Se we Oe scedcccccss 34 2.00 5.9 2.78d** 2.19** 27 122 13 
S Pee Be Oe Gk. s0ecevecue 21 1.20 5.7 2.17d** 1.78** 22 97 12 
5 Fee Bi Oe Be ccavccccce 48 2.20 4.6 4.08j** 3.30** 24 118 16 
S Illinois Power ............ 2.20 5.5 3.06j** 2.85** 7 13.1 15 
C Long Island ry oe Betas a — 5.5 1.14d 88 30 127 — 
S Louisville G. & E. ........ 5.1 3.35d 2.95 14 104 12 
O New England C a. 16 ” 5.6 1.48j)** 1.22** 21 108 — 
O New Orleans Pub. Ser. .... 37 2.25 6.1 3.16-0 2.78 14 «11.7 8 
2 Ae "2 See 58 3.40 5.9 4.46j** 3.82** 17 13.0 8 
O Northern Ind. P. S........ 22 1.40 6.4 2.23d** 1.91** 17 99 11 
S Potomac Elec. Power ..... 16 90 5.6 1.19s** 96** 24 134 11 
S Pub Sev. of Cola’........ 51 2.60 5.1 4.73d** 4.07** 16 108 14 
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(Continued) bo 
S Pub. Serv. of Ind. ........ 29 
O Puget Sound P.& L....... 15 
O Rochester G. & E, ........ 35 
O West Penn Power ........ 33 
IE 4 dei soso unan 
Revenues $10-$25,000,000 
O Atlantic City Elec. ........ 20 
S Birmingham Elec. ........ 13 
©O Central Ariz. L. & P....... 14 
S Central HudsonG.& E,... 10 
© Central 11. E.&G........ @ 
S Central Illinois Lt. ........ 38 
O Central Maine Power ..... 19 
S Columbus & S. Ohio El.... 22 
O Connecticut Power ....... 36 
= beewere F.@ k. ......5< 23 
S Florida Power Corp, ...... 20 
S Gees OMOOe RIUM, 2.0 cs cece 24 
C Hartford Elec. Light ..... 49 
De SN I cna tacccccces 38 
S Indianapolis P.& L. ...... 31 
O Interstate Power ......... 9 
O Iowa Pub. Serv. New ..... 23 
C  Iowa-Illinois G. & E. ...... 30WD 
C lowa Power & Light ...... 24WD 
O Kansas Gas & Electric .... 35 
S Kansas Power & Light .... 19 
O Kentucky Utilities ........ 16 
S Minnesota P.& L. ........ 33 
S Montana Power .......... 22 
C Mountain States Power... 36 
O Oklahoma G. & E......... af 
O Portland Gen. Elec. ...... 27 
© Pua Ser. of MW. H, uses 28 
O San Diego G.& E......... 14 
=> weremten Else, ......5..5. 15 
S_ So. Carolina E.& G....... 11 
O Southwestern Pub. Serv... 35 
C Tampa Electric .......... 35 
O United Illuminating ....... 45 
C Utah Power & Light ...... 26 
O Western Mass. Cos. ...... 35 
O Wisconsin P, & L. ........ 19 
IE ie cnnistasins 
Revenues $5-$10,000,000 
C California Elec, Pr. ....... 9 
O Calif. Oregon Power ...... 
O Central Vermont P.S..... 10 
C Community Pub. Ser. ..... 44 
O EI Paso Electric .......... 37 
S Enmpire Dist. Elec. ........ 19 
O Gulf Public Service ...... 13 
O Iowa Southern Util, ...... 19 
O Lawrence G. & E. ........ 
i OS St 3 eae 88 
O Madison Gas & Elec, ...... 29 
O Missouri Utilities ........ 16 


3/8/50 Indicated 
Price Dividend A 


MAR. 30, 1950 





tN Une 
poe 





3 


Dane ieeebanseei 


gai 
nw 
aa aa 


SSRSRSSVVeSsanssese 
CNNONWBWNNYYEAYNODBNUSWNDONUNNRAOCONWAWOUN NI 


DAD GD MD NN D AMM MANA PMMA MAA rennin 


_ 
nN 





wn 
oo 
R 


wn 
= 


m DD 
DN FEE NID ND (1 NN 
SCONIOWNUAMDWNNI 


: SBSREBessaaa 


Share Earnings 


ur. 


” Period 


2.48)** 
1.67d 


2.28d** 2.42** D6 


2.41s** 


1.25d** 
65d 
2.20s 
3.03} 
1.53j** 
2.33d 
1.87je 
1.88s** 
1.57d** 
1.73d** 
2.86d 
2.72d** 
3.16s** 
.94d** 
2.293 
2.70d** 
1.69d 
3.18j** 
1.56s 
1.48d** 
3.91d 


2.00) ** 
773 
4.06s 
3.35d 
1.70s** 
1.39n** 
2.37d** 
2.98s 
5.02d 
1.67ag 
1.79d** 


2.20** 
1.63 


2.36** 
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48d** = 1.23** D61 
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2.96 
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2.34 D20 
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j 3/8/50 Indicated r Share Earnings 7 Price. * dea 
rice . ‘Ox. ur. rev, n- arn. om. 

(Continued) About Rate eld Peri Period crease Retle | Steck 
O Northwestern P. S. ....... 12 80 6.7 1.18s 129 D9 102 Iii 
QO Otter Tail Power ........ 21 1.50 7.1 190d =1.64 16 11.1 9 
C Penn Water & Power .... 37 2.00 5.4 212d 480 D56 17.5 24 
O Public Ser. of New Mexico 19 1.00 5.3 1.51d 166 D9 126 14 
0 Roce L..& P.. .....4.. 10 60 6.0 64s 60 6 «if 6 NE 
C St. Joseph Light & Pr..... 26WD 1.50 58 190d 1.54 3 ims 
O Southern Ind. G.& E..... 25 1.50 6.0 2.16j** 2.10** 3 116 15 
O Tide Water Power ....... 9 60 6.7 1.04)** .77** 35 8.7 7 
O Western Lt. & Tel. ....... 29 2.00 6.9 2.33d** 2.10** 11 124 10 

PE okie kates aneenis 6.2% 12.1 
Revenues under $5,000,000 
O Arizona Edison .......... 20 $1.20 6.0% $2.66s $130 105% 7.5 8 
O Arkansas Missouri P. ..... 15 1.00 6.7 1.99s 2.07 D4 7.5 14 
O Bangor Hydro Elec. ...... 27 1.60 5.9 2.50d** 2.17** 15 108 15 
O Beverley G. & E. ......... 41 2.75 6.7 2.03s —- — 202 6 
O Black Hills P.& L. ....... 19 1.28 6.7 1.81j** 1.51** 20 10.5 13 
O Come, Paciee UU, ......0. 31 2.40 7.7 3.71j** 3.83** D3 8.4 9 
O Central Louisiana El. ..... 32 1.80 5.6 3.90d 2.74 42 82 18 
O Central Ohio L. & P....... 29 1.80 6.2 2.95d** 2.44** 21 98 10 
O Citizens Utilities ......... 13 70&Stk 5.4 1.81s** 1.46** 24 ta 
O Colorado Central P. ...... 29 1.80 6.2 2.92d** 2.15** 36 99 Ii 
O Concord Electric ......... 37 2.40 6.5 aia 2m ES Bi OR 
© DORE Ge. Oe We hee sewssces 21 1.40 6.7 125d 147 DI5 168 10 
O East Coast Electric ....... 20 1.20 6.0 1.44je** 164**D12 13.9 14 
O Fall River Elec. Lt. ...... 53 3.60 6.8 3.55d 3.32 7 149 -16 
O Fitchburg G.& E. ........ 44 2.75 6.3 268d 285 D6 164 Ill 
O Frontier Power .......... 5 40 8.0 84d 1.14 D26 60 10 
O Haverhill Elec. ........... 32 2.55 8.0 1879s# — — — 10 
O Lake Superior Dist. P..... 24 1.40 5.8 3.37d** 1.00** 237 7.1 5 
© Leet Bee BS fi ccc ccc 43 3.00 7.0 2.73je — — 158 9 
C Maine Public Service ..... 15 1.00 6.7 1.54d** .89** 73 9.7 9 
O Michigan Gas & Elec. ..... 25 1.60 6.4 2.33s 1.96 19 10.7 9 
O Michigan Public Ser. ..... 21 1.40 6.7 aaa" 152° 53 9.0 8 
O Missouri Edison .......... 8 70 8&8 91s 94 D3 8&8 9 
C Missouri Public Ser. ...... 39 2.00 5.1 440d 3.92 12 89 13 
O Newport Elec. ........... 26 1.80 6.9 3.03n 2.54 19 86 11 
O Sierra Pac. Power ........ 24 1.60 6.7 ann 6 CU GmlCO (CU 
O Southern Colo. Pr. ....... 11 70 6.4 1.26ag** 1.12** 13 87 14 
O Southwestern El. Ser. ..... 12 80 6.7 1.36ag 1.25 9 88 14 
O Tucson Gas,E,L.&P.... 24 1.40 58 2.34d** 1.91** 23 10.3 16 
O Upper Peninsula Power ... 15 1.20 8.0 1.60d 1.01 58 9.4 8 

PN. a is sensi ienaiin-s 6.6% 10.4 

Averages, five groups .... 6.0% 11.9 

Canadian Companies*** 
C Brazilian Trac. L.& P.... 22 $2.00 9.1% $3.85d $3.69 4% 57 — 
C Gatineau Power .......... 18 1.20 6.7 122d =:1.14 7 48 — 
oe SS eee 17 1.00 5.9 1.14d 121 D6 149 — 
C Shawinigan Power ....... 25 1.20 48 143d 158 D9 175 — 
C Winnipeg Electric ........ 34 1.40 4.1 18id 196 D& 188 — 





B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. E—Estimated. 
number of shares outstanding. **Based on present number of shares outstanding. ***While 
these stocks are listed on the Curb, Canadian prices are used. je—June. ag—August. s—September. 
o—October. n—November. d—December. j—January. PF—Pro forma, #—Nine months 
September. +Does not fully reflect $4,000,000 gas rate increase effective November 28, 1949, 








WD—When delivered. *Based on average 


or electric rate increase of $8,800,000 recently applied for. 
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What Others Think 


NRECA Convention Speeches 


Interior Secretary Chapman 


6 &- speaker’s rostrum at the eighth 
annual National Rural Electric Co- 
6perative Association convention, held 
in Chicago this month, was occupied suc- 
cessively by a number of leading public 
power advocates. The most prominent of 
these were Secretary of the Interior Os- 
car L. Chapman, Rural Electrification 
Administrator Claude R. Wickard, Ten- 
nessee Valley Authority Chairman Gor- 
don R. Clapp, and Senator Lister Hill of 
Alabama. In their convention addresses 
can be found much of the thinking and 
planning behind the cause of a govern- 
ment-controlled power system. 

The “super co-op” plan of granting 
large Rural Electrification Administra- 
tion loans to codperatives for the con- 
struction of generating plants and trans- 
mission lines has recently received 
criticism from congressional quarters. 
These loans were, in most cases, given to 
co-ops operating in areas in and around 
Federal hydro power developments. It 
has been suggested that the Department 
of Interior was supporting these loans so 
that government hydro developments 
could be firmed up with the steam plant- 
generated power of the cooperatives. 
Some Congressmen felt that the Interior 
Department was thereby circumventing 
congressional approval of funds which 
might be directly designated for this pur- 
pose. 

It was therefore interesting to note 
that Secretary Chapman, addressing the 
convention, openly declared that his de- 
partment is now operating and marketing 
the largest aggregate of hydroelectric 
capacity in the world, under policies 
which make it inevitable that there must 
be many points of contact between In- 
terior and REA. Chapman stressed the 


MAR. 30, 1950 


importance of power in our expanding 


economy when he referred to it as “the J 
lifeblood of our nation.” He further em- | 


phasized that despite the fact that the 


generation of electrical energy is now at 
an all-time peak, its production by all J 
agencies, public and private, cannot keep J 


abreast of demands. 


H° outlined the river power develop- | 
ments of the government and em- ff 
phasized the necessity for the transmis- | 
sion of the power—‘“a subject of much § 
conflicting debate and of frequently bitter iE 


conflict.” 


He discussed the transmission question 7 
and referred to the REA arrangements | 


when he said: 


Even today, those who would deny 7 


the right of the people to own and 
manage their resources continue to 
exert pressures aimed to prevent your 
government from transmitting power 
to you over lines you build. 

The right of the people to transmit 
their power to the places where it is 
needed has been established in our na- 
tional policy, but the unending and 
vigilant cooperation of all of us will 
continue to be needed to safeguard this 
right. 

In the meantime, the Department of 
the Interior is moving ahead at a record 
rate in setting up facilities for the 
trunk-line transmission of energy from 
power plants now operating or under 
construction. At the same time, it is 
making numerous codperative arrange- 
ments with rural electric groups to en- 
sure to them power distribution at low 
rates as rapidly as possible. 


Although the power policy of the gov- 
ernment has never been clearly defined, 
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WHAT OTHERS THINK 


Secretary Chapman enumerated various 
objectives which were being sought under 
the present power policy of the Depart- 
ment of the Interior: 


1. Federal dams shall include, where 
feasible, facilities for generating elec- 
trical energy. 

2. Preference in power sales shall be 
given to public agencies and codpera- 
tives. 

3. Power disposal shall be for the 
particular benefit of domestic and rural 
consumers. 

4. Power shall be sold at the lowest 
possible rates consistent with sound 
business principles. 

5. Disposal shall be such as to en- 
courage widespread use, and to prevent 
monopolization. 


The Cabinet officer noted that the many 
bureaus and divisions of the Department 
of Interior concerned with power de- 
velopment are vitally interested in the 
rural electrification program and are 
working closely with many of the codp- 
eratives in furthering this power policy. 


He said that this same vital concern (for 
rural electrification) will characterize 
other power agencies which may be es- 
tablished in the future. 


HE mutual activities of the South- 

western Power Administration and 
the large super co-ops were described as 
follows: 


The Southwestern Power Adminis- 
tration has recently entered into con- 
tracts with four generation and trans- 
mission codperatives within the area 
it serves. These contracts provide that 
the Southwestern Power Administra- 
tion will lease and operate high-voltage 
transmission lines constructed by the 
codperatives, that it will purchase the 
entire output of steam generating 
plants they construct, and that it will 
supply the entire power requirements 
of the codperatives at substantially re- 
duced rates. 


Chapman explained the operations of 
these contracts as being mutually bene- 
ficial to the government and the codpera- 
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tives. The steam power from the super 
co-op plants will firm up the govern- 
ment’s hydroelectric power. The entire 
facilities of the government will be made 
available to the codperatives. It is be- 
lieved that the cost of generation in the 
cooperative plants will be reduced by 
higher load factor operation as a result 
ot the contracts. 

According to Chapman “the inter- 
relationship of rural electric codperatives 
and federally constructed projects .. . 
will increase as we strive to satisfy more 
of our national power needs.” 

“It is through such organizations 
(NRECA) that the administration and 
the Congress find support in combating 
those forces which would subordinate 
public power to their own personal profit. 
If we continue to work together toward 
our mutually understood objectives we 
shall be able to achieve great progress for 
the welfare of the nation’s people.” 

The Secretary estimated that within 
the next fifteen years under peaceful con- 
ditions “we should certainly be able to 
install 25,000,000 kilowatts of capacity.” 
To this he added: 


The thought of such an achievement 
ought to stir the imagination of all of 
us who are concerned with the elec- 
trifying of rural America. With REA 
lines tied into such a system, worries 
about the extent of the next fuel bill 
for individual plants, or about keeping 
the current flowing if the fuel supply 
is not available, will be a matter of 
much less significance. At the same 
time, the problems of fluctuating rates 
will be solved, and your codperatives 
can move forward with a sense of se- 
curity now too often lacking. 


HAPMAN traced the activities of the 
Bureau of Reclamation and the 
Army Engineers in the development of 
the “great Missouri river basin” and 
stated that a power production and trans- 
mission program was about to get under 
way. He pointed out that the applications 
for the initial blocks of power coming 
from these dams far exceeded the avail- 
able capacity but that the needs of 
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cooperatives within 150 miles of these big 
dams would probably be cared for. He 
further stated that in order to avoid 
“needless duplication of transmission 
lines by generating codperatives” the 
Department of Interior already is pro- 
ceeding with “an advance construction 
program of transmission lines in North 
Dakota,” and is studying the possibility 
of a similar program in South Dakota. It 
is expected that Interior will be able to 
meet REA needs well in advance of the 
availability of power from newly con- 
structed Federal dams by wheeling 
REA-generated power over federally 
owned lines. 

Mention was made of the contracts be- 
tween the Department of the Interior and 
private utilities when Chapman said: 


The operating agencies responsible 
for marketing power in the Depart- 
ment of the Interior have been negotiat- 
ing wheeling contracts with private 
utilities as well as with public agencies. 
I want to assure you that there is no 
arrangement, present or contemplated, 
which will affect the preference status 
of rural cooperatives. 


The speaker saw the joint activities of 
REA and the Department of Interior as 
“a mighty national movement to develop 
our natural resources, and to put them to 
use for the benefit of all our people.” 
Chapman concluded his remarks by re- 
ferring to future public power activities 
in New England as a result of a New 
England Study Commission recom- 
mended by the President to investigate 
water resources. He also indicated that 
a program of REA-Interior codperation 
similar to that going on in the Southwest 
would be carried out under the newly 
formed Southeastern Power Administra- 
tion. “Since the projects in the Southeast 
are widely distributed, we hope and ex- 
pect to be able to serve many of the REA 
groups either directly or through the gen- 
erating and transmission codperatives 
now being formed.” 


REA Administrator Wickard 
——- Wickard saw the REA 
program as reaching a new height 


MAR. 30, 1950 


of popularity and acclaim during the last 
year despite strong and concerted attacks 
by its enemies. He stated that since all 
accept the fact that government owner- 
ship of some things is necessary and 
proper, it is a sound policy for “the gov- 
ernment to own and operate those facili- 
ties which cannot be provided satisfac- 
torily through private ownership and 
operation.” 

In this connection he cited the govern- 
ment development of the Tennessee 
valley, the Colorado, the Missouri, and 
the rivers of the near Southwest. He 
urged that this development of greater 
rivers should continue “particularly on 
the St. Lawrence.” Although he recom- 
mended Federal development of the 
rivers he did not think that Federal gov- 
ernment operation must go so far as the 
selling of power at retail. 

He considered that the program of 
granting loans to the “privately owned 
free enterprise REA cooperatives,” such 
as was done in the case of generating and 
transmission loans to “super co-ops,” 
would be the best method of distributing 
the power. He referred specifically to the 
generating and transmission loans re- 
cently granted codperatives in the South- 
west so as to take advantage of the power 
from near-by Federal dams. These co-op 
power plants would be used mostly to 
firm up secondary power coming from 
these dams. 

At this point Wickard outlined the 
mechanics of firming up the secondary 
power of the dams. He then said: 


If the commercial power companies 
firm up the secondary power they get 
the benefit. If the codperatives have 
the fuel plants, and the required trans- 
mission lines are available, they bene- 
fit. They are the ones under the law 
which should benefit. That is why we 
have been making loans for the neces- 
sary fuel plants and transmission lines. 


ICKARD considered the making of 
these loans to be within a long- 
established REA policy and stated that 
he intended to continue with this policy 
until directed otherwise by Congress. The 
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REA spokesman continued as follows: 


Perhaps you can see now why the 
commercial power companies of this 
country are so insistent upon restrict- 
ing REA’s authority to make genera- 
tion and transmission loans. I think 
you can take it for granted that if it 
were not for this authority the com- 
mercial power companies’ wholesale 
rates would go up to all REA coodp- 
eratives as they have been going up to 
other consumers. This is especially 
apparent when we note the advances in 
wholesale power rates offered to REA 
cooperatives in New England and New 
York state which are not in a position 
to install their own generation facili- 
ties. 


Wickard then discussed the criticism 
of these loans in these words: 


. it is difficult for me to see why 
there is such violent objection to the 
loans we have made recently for the 
integration of REA-financed facilities 
with those of public agencies such as 
the Southwestern Power Administra- 
tion and the Bureau of Reclamation. 
This is especially true when these very 
same loans, on the basis of the latest 
power company offers, mean an annual 
saving of over $3,000,000 to the mem- 
ber codperatives involved. 


The Administrator concluded his re- 
marks with a reference to the new REA 
telephone program which is just begin- 
ning to function. 


TVA Chairman Clapp 


ORDON CLappP, Tennessee Valley Au- 
thority chairman, inaugurated his 
remarks by stating that 80 per cent of 
the electrical power in the United States 
is generated by private corporations with 
the other one-fifth supplied by public 
plants and systems owned by the Federal 
and local governments and private con- 
sumer cooperative corporations. He 
stressed the fact that the electric business, 
whoever owns and operates it, is a public 
business. Thé TVA chairman stated that 
“if the private utilities satisfy the public 
objectives of providing low-cost elec- 
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tricity in abundance, they have a good 
chance of staying in the business.” 

He sought to distinguish between the 
public character of electric service and 
that of a commercial product. He charged 
that “a persistent segment of the pri- 
vately owned power industry is attempt- 
ing to make the American public forget 
the history and the purpose of the electric 
business.” He continued: 


There are spokesmen for private 
power interests who seem to have 
hypnotized themselves into thinking 
they are engaged in a business as pri- 
vate as selling automobiles, groceries, 
or shoes. So every time the public con- 
cerns itself with the control or expan- 
sion or ownership of electric facilities, 
we have outcries of “Socialism,” or 
“Communism,” or “Totalitarianism.” 
This noisy campaign is led by hired 
mouthpieces of that part of the private 
utility industry that wants to hold its 
place of special privilege by a battle of 
words instead of by a record of pro- 
gressive public service. 


Clapp stated that ownership of the 
utility business has very little to do with 
the real free enterprise of this country. 
He insisted that the quality of manage- 
ment and the policies and practices utility 
management pursue have a lot to do with 
free enterprise. The TVA official added 
that the availability of more and more 
electricity at lower rates would affect the 
growth and greater freedom of American 
enterprise in all our communities. He 
took issue with utility men in referring 
to electricity as a commercial product 
and stressed the energy and service char- 
acter of electricity. 


LAPP cited that in the early days of 
Wilson dam the power generated 
there was seasonal, interruptible power. 
The government had no outlet for the 
power except to the adjacent private com- 
pany. This power was sold at the bus bar 
to near-by power companies. Clapp then 
summarized the later development of the 
TVA program to the NRECA conven- 
tion, stressing that government-owned 
transmission lines were constructed in 
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order to carry out the expansive public 
power program. Here he warned his 
listeners that propositions advanced by 
private utilities to buy Federal power at 
the bus bar should be examined carefully. 
In interesting contrast to Chapman’s 
statement that Interior was avoiding the 
“needless duplication of transmission 
lines” where co-ops were concerned, 
Clapp stated that transmission lines of 
the privately owned utilities may need to 
be “duplicated.” He added: 


It may be that in some instances the 
public interest—that is, the consumers, 
as well as the taxpayer-investors— 
can be served by selling power at the 
bus bar to private utilities; certainly 
the American people are a practical lot, 
willing to look over every proposition 
on its merits. But in examining any 
proposal, it should be remembered that 
whoever controls the power between 
the generating plant and your home 
will govern the price of electricity to 
the consumer. Consumers should keep 
their eye on the ball and see to it that 
the sale of power at the bus bar is 
guarded by adequate controls — and 
that those who buy it, whether public 
or private agencies, not only believe in, 
but practice the policy of low rates and 
abundant use. 


Clapp mentioned the formation of 
REA super co-ops just outside the TVA 
area and reported that TVA had dis- 
cussed interchange arrangements with 
them similar to those now existing be- 
tween TVA and private utility neighbors. 

In conclusion Clapp commented on 
public power policy when he said: 


For of this you may be sure: the 
direction of power policy is not going 
to be determined by impassioned de- 
bates over “Socialism,” “statism,” and 
“private enterprise.” The status of 
electric service as a public function is 
too well established in the American 
pattern to be decided by a battle about 
abstract doctrine. The final decision as 
to who provides electric service is go- 
ing to be decided by the people them- 
selves on a practical basis, case by case. 
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And it will be decided on the basis of 
how electricity—the lifeblood of a mod- 
ern economy—may be made available 
more and more abundantly, through re- 
liable services and at the lowest pos- 
sible cost to the consumer. 


U. S. Senator Hill 


ENATOR Hill’s remarks were more or 
less political in nature. He cited the 

“victories” gained by rural electrification 
and public power champions. They were 
specifically : 

1. REA itself. 

2. The greatest loan authority in REA 

history—half a billion dollars. 

3. Substantial administrative funds to 

carry out the program. 

4. The TVA-New Johnsonville steam 

plant. 

5. “... the defeat of the private power 

lobby in its fight against the public 

power policy.” 

6. The Rural Telephone Act. 


The Senator made note of his co- 
sponsorship of the original TVA Act and | 
the rural telephone bill. He said: 


The right to generate your own 
power or buy direct from public power 
sources is your codperatives’ chief pro- 
tection against high rates or inade- 
quate service. Even if you do not have 
to use it, the fact that you have the 
right is a powerful lever in negotiating 
with private producers. 


The Senator went on record as oppos- 
ing bills in Congress which would require 
congressional approval of each loan to 
cooperatives for generating plants and 
transmission lines. He stated that ob- 
stacles to public power are obstacles to 
the rural electrification co-ops and point- 
ed out that the fight for public power any- 
where in the nation is an REA fight— 
“whether it is the fight for TVA, for the 
St. Lawrence seaway, the Columbia and 
Missouri valley developments, or the re- 
gional power authorities in the South- 
west and the Pacific Northwest.” 

The Alabaman devoted a good deal of 
his address to the rural telephone pro- 
gram of which he was a co-sponsor. 
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Events 


In General 


Synthetic Fuel Costs Near 
Competitive Levels 


Cs of synthetic liquid fuels from oil 
shale and coal are nearing competi- 
tive levels, according to Interior Secre- 
tary Oscar L. Chapman, who says 
achievements of the Bureau of Mines in 
synthetic liquid fuels research and devel- 
opment have made hroad advances dur- 
ing the past year. 

In his 1949 annual report to Congress 
on synthetic fuels research, Secretary 
Chapman said that refined products now 
could be produced from oil shale and coal 
at actual costs averaging 7.3 and 10.8 
cents a gallon, respectively. He said that 
with the addition of a profit of 6 per cent 
on the average unamortized investment, 
plus income taxes, the wholesale price 
for products at the plant would average 
9 cents a gallon for those from oil shale 
and 14.5 cents for those from coal. 

With emphasis now centered on opera- 
tion rather than design and construction 
of laboratories and demonstration plants, 
the synthetic fuels program has entered 
its “most valuable period” and is making 
rapid strides, the Secretary declared. He 
added that many technical problems still 
must be solved, but that he confidently 
expects additional process improvements 
that will assure adequate supplies of liquid 
fuels from domestic resources at reason- 
able costs. 

Pointing out that more than half of all 
the fuel energy used in the United States 
is now being provided by petroleum and 
natural gas, it is obvious, he said, that 
the security of our liquid fuel position 
would be greatly enhanced if the supply 
could be based in an increasing degree 
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on oil shale and coal, which comprise 
more than 95 per cent of the nation’s 
total fuel reserves. 


Southeastern Meet to Be 
Outstanding 


T. seventeenth annual meeting of 
the Southeastern Electric Exchange, 
to be held at the Greenbrier Hotel, White 
Sulphur Springs, West Virginia, April 
12th to 14th, inclusive, will be one of the 
most significant utility meetings of the 
year. 

Leaders of high reputation in many 
fields will be brought together to deal 
with a wide range of significant topics, 
including Socialism versus free enter- 
prise, methods of financing, selling, labor 
and public relations, business trends, and 
continued improvement of economy in 
operations—all subjects which should 
provide unusually stimulating addresses 
and discussions. 

The 3-day program will afford consid- 
erable opportunity for delegates and their 
friends to enjoy the beautiful setting and - 
extensive recreational facilities of the 
Greenbrier. Business sessions will be 
held only during the mornings, with the 
annual banquet being scheduled for the 
evening of April 12th, with Senator 
Harry Flood Byrd (Democrat, Virginia) 
as guest speaker. 

The ladies’ committee, chairmaned by 
Mrs. S. C. McMeekin, wife of the asso- 
ciation’s president, who is also president 
of the South Carolina Electric & Gas 
Company of Columbia, South Carolina, 
will sponsor a bridge tournament, bingo 
party, and a tour of the hotel. The golf 
committee, with J. D. Lawrence, Appala- 
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chian Electric Power Company, as chair- 
man, will handle the golf tournament to 
be played the afternoon of April 13th. 
Attractive prizes will be offered at each 
of these events. 






Gas, Oil, Coal Survey 


me gas and oil have sharply cut 
into coal markets during the past 
year, especially during the period of labor 
disturbances in the mine fields, accord- 
ing to a recent survey conducted by a 
prominent New York city daily news- 
paper. This has been especially true in 
the metropolitan New York area, the 
survey revealed. 

Scanning the national scene, it is dis- 
closed that of the 1,142 new railroad 
locomotives on order, only 12 will burn 
coal, the remainder being largely Diesel 
powered, with a few of them electric. In 


the household and commercial fields, sales 
of coal furnaces are dropping rapidly, 
orders for coal stokers having dropped 60 
per cent during the first ten months of 
1949, with major declines coming in resi- 
dential and heavy industrial sizes. 

The Consolidated Edison Company of 
New York, one of the country’s largest 
consumers of coal, is currently using oil 
for 60 per cent of its energy, while the 
Public Service Company of New Jersey 
has stepped up its oil consumption to 90 
per cent of its fuel requirements. 

Concurrent with the survey, Depart- 
ment of Commerce figures released in 
Washington show that manufacturers of 
gas furnaces, especially residential sizes, 
are from thirty to sixty days behind on 
orders, while oil burner manufacturers 
are in about the same position. Both are 
having difficulty in obtaining sufficient 
steel for their needs. 


California 


Urges Transit Modernization 
Speed up 


RGING a speed up of the Municipal 
Railway’s $20,000,000 moderniza- 
tion plan, Colonel Marmion D. Mills, 
San Francisco’s new transit expediter, 
recently declared rapid conversion from 
streetcar to electric trolley coach opera- 
tion should provide a $50,000 monthly 
operating profit instead of the current 
$100,000 loss. 
In a preliminary report to the public 
utilities commission, Colonel Mills found 
that 75 per cent of the mileage operated 


by streetcars was operated at a loss, and 
100 per cent of the cable car mileage was 
a losing proposition. Gasoline busses 
neared the break-even point with 60 per 
cent of the mileage showing a loss, while 
trolley coach lines showed the only profit 
in the system with but 7 per cent of the 
mileage operated at a loss. 

Comparing San Francisco’s problems 
with those of Seattle several years ago, 
Colonel Mills stated, “The Seattle 
changeover to rubber-tired vehicles was 
completed in eighteen months. This speed 
turned a loss of $500,000 in 1939 to a 
profit of $250,000 in 1941.” 


Georgia 


Georgia Power Company 
Plans Expansion 


¢ e~ Georgia Power Company, 
through its vice president, Harlee 


Branch, Jr., has announced it would 
spend $119,000,000 for new generating 
and transmission facilities during the 4- 
year period which began in 1949 and will 
end in 1952. 
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Addressing the Southern Regional 
Conference of the Illuminating Engineer- 
ing Society at its recent Atlanta gather- 
ing, Mr. Branch said that from 1940 to 
1948, electric energy sales increased 103 
per cent in the nation as a whole, but 
in the states of Georgia, Alabama, Mis- 
sissippi, and Florida the increase was 166 
per cent. 
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THE MARCH OF EVENTS 


Transit System for Sale 


fe Georgia Power Company, in 
compliance with a Securities and 
Exchange Commission order, has issued 
a prospectus for the sale of its Atlanta 
transit system, consisting entirely of 
trackless trolleys and bus lines with an 
original value of $12,646,956, including 
a balance of $3,105,530 on the purchase 


price of 257 trackless trolleys and 62 
gasoline busses. 

For the past five years, the total op- 
erating revenue of the transit system has 
averaged nearly $9,000,000 a year and 
the number of revenue passengers now 
averages 100,000,000 a year. 

Bids must be received by C. B. Mc- 
Manus, president of the Georgia Power 
Company, on or before April 17th. 


* 
Idaho 


Bliss Project Completed 

HE third generator of the 75,000- 

kilowatt Bliss hydroelectric devel- 
opment, of the Idaho Power Company, 
on the Snake river has been put into 
service, marking the first time in four 
years the company doesn’t have a power 
plant in process of construction. 

The postwar program to nearly triple 
the company’s generating capacity got 
under way in 1946. It included a second 
powerhouse of 16,500 kilowatts capacity, 
and a half-mile long canal at Upper Sal- 
mon Falls on the Snake river, completed 
in 1947; two dams, two powerhouses of 
22,000 kilowatts, and more than two 
miles of concrete flume on the Malad 


river, completed in 1948 ; and the Lower 
Salmon Falls dam and powerhouse with 
a capacity of 65,000 kilowatts, 12 miles 
above the new Bliss dam. The Lower 
Salmon Falls development and the first 
two units of the Bliss plant were finished 
in 1949. 

These five postwar plants have a com- 
bined generating capacity of 178,000 
kilowatts, bringing the company’s peak- 
ing capacity to a total of 281,775 kilo- 
watts. 

On completion of the Bliss project, 
Idaho Power Company President T. E. 
Roach stated that preliminary engineer- 
ing work has been done on several addi- 
tional hydroelectric sites. 


Illinois 


Test Propane As Bus Fuel 


HE Chicago Transit Authority is 
testing two late developments in 
transit vehicles, a late model electric trol- 
ley bus, and a motorbus, fueled with pro- 
pane gas. The new trolley bus will under- 


go experimental runs on nine major 
Windy City routes during the next two 
months, while close record will be kept 
on the propane gas bus to determine if 
it measures up to the manufacturer’s 
claims for economy of operation. 


aa 
Nebraska 


Ohio Oil Gets Sidney Gas 
Franchise 


= city council has granted a 25- 
year franchise to the Ohio Oil Com- 
pany for distribution and sale of natural 
gas in Sidney. The franchise won unani- 
mous approval after negotiations that 
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have extended over a period dating back 
to the discovery of gas-producing wells 
in the Cheyenne county oil fields last 
December. 

Ohio asked early action on the fran- 
chise proposal, even though it is not cer- 
tain that sufficient gas reserves have been 
found to justify establishing the field. 
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New Jersey 


Rate Adjustment Plan 
Discontinued 

HE New Jersey Power & Light 

Company has announced that it has 
notified the state board of public utility 
commissioners that it is exercising its 
right to discontinue the use of the rate 
adjustment plan as the means of regulat- 
ing its charges for electricity, effective 
December 31, 1949. 

For the past two years, actual earn- 
ings of the company have been below the 
basic return called for by the plan, offi- 
cials said. Noting that the company de- 
sires to provide its customers with a con- 
tinually expanding system capable of 
caring for their growing requirements 


of power, it was declared that earnings 
should be increased now to a fair return 
in order to continue to attract the neces- 
sary capital. 

The company felt that the rate of re- 


turn of 5.29 per cent earned under the J 
plan in 1948 was too low to insure the J 
company obtaining at favorable rates ad- 9 


ditional capital funds with which to con- 
tinue its construction program. Accord- 
ingly, in May, 1949, the company applied 
for an increase in rates to fill up a sta- 
bilizing reserve. 

As a result of the order issued by the 
board on January 4th of this year, deny- 
ing the company’s request, the company 
said it feels that the plan will not operate 
as was originally planned. 


Pennsylvania 


Philadelphia Transit Rate 
Boosts Suspended 


HE state public utility commission 

has suspended until September 14th 
the trolley and subway-elevated fare in- 
creases proposed by the Philadelphia 
Transportation Company, which had pro- 
posed a 13-cent cash or two for 25 cents 
token fare, with a 2-cent charge for all 
transfers. The present basic trolley and 
subway-elevated fare is 10 cents with a 
5-cent cash or three for 10 cents token 
rate for single transfers, and a 5-cent 
charge for multiple transfers. In a terse, 


unanimous decision, the commission also 
ordered an investigation of the “fairness, 
reasonableness, and justness” of the 
higher rates sought by the company. 

In its formal application for the higher 
fares, the company stated: 


Only relief through increased fares 
will enable the company to overcome 
deficit operations for the year. Delay 
in relief will nullify the company’s abil- 
ity to provide good service. Any con- 
tinuing delay will make it increasingly 
difficult to preserve the company as a 
sound operating utility. 


Wisconsin 


Madison Gas Consumers 
Get Rate Cut 


gate gas customers of the Madi- 
son Gas & Electric Company re- 
ceived a rate reduction of 2 cents per 
thousand cubic feet on all rate steps, ef- 
fective March Ist. 

The cut was the result of a 2-cent drop 
in the wholesale rates of the Michigan- 
Wisconsin Pipeline Company, supplier 
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to the Madison company and several 
other Wisconsin utilities. 

The Federal Power Commission or- 
dered that the wholesale rate be cut from 
30 to 28 cents per thousand cubic feet, 
pending further study and a final rate 
hearing. The state public service com- 
mission, in turn, ordered utilities buying 
from the pipeline to pass the savings 
along to consumers. 
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Progress of Regulation 


Consumer Interest As Well As Cost of Capital 
Governs Fair Return 


Ts. Vermont commission said that 
it could not approve in full rates 
which produce inequitable results to the 
interest of the consumer, however fair 
they may be to the interest of the investor. 
The interest of the consumer requires that 
the commission look beyond the actual 
cost of money in establishing a fair rate 
of return. 

Rates follow service, said the commis- 
sion, and inadequacies in the standard of 
service must be considered in a request 
for higher rates. Quoting from the de- 
cision : 

We recognize that the wages of capi- 
tal must be afforded correct recognition 
in any effort to properly regulate a 
utility enterprise. Compensatory rates 
must be found, but the rate of com- 
pensation must not be prohibitive of 
the fundamental duty to serve which 
attaches to this utility. 


The commission based cost of capital 
of the New England Telephone & Tele- 
graph Company on a 45 per cent debt 
ratio. It agreed that the debt ratio should 
be kept as low as possible but said that 
the maintenance of a low debt ratio should 
also be consistent with the present market 
condition. It should be compatible with 
the interest of the ratepayer as well as 
that of the investor. Although 5.71 per 
cent was held to represent the maximum 
that the investors could expect in view of 
the cost of capital, a fair return on a net 
rate base reflecting original cost was held 
to be 5.5 per cent. 
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The commission criticized the payment 
of a percentage of gross revenues to the 
American Telephone and Telegraph 
Company for services. It preferred a cost 
basis, but because of the practical diffi- 
culties of making an actual study of the 
cost of services it allowed the payment 
to the parent company, noting that there 
was no evidence of bad faith. 

The state had urged that the commis- 
sion reduce the rate base to eliminate 
“the excess profits obtained by Western 
Electric on its sale of materials and equip- 
ment to the New England company.” The 
intercorporate relationship to Western 
Electric, said the commission, afforded a 
vehicle capable of improper practices, but 
no such practice had been made to appear 
affirmatively. Actual bad faith had not 
been established. In the absence of such 
proof, the commission said it was not at 
liberty to take the drastic action which 
the state requested. 

The procedure devised to determine 
the intrastate operation as related to Ver- 
mont was accepted “with reservations.” 
Allocation was accomplished by the use 
of “The Separations Manual—Standard 
Procedures for Separating Telephone 
Property, Revenues, and Expenses” pro- 
mulgated through the joint efforts of a 
special staff of the Federal Communica- 
tions Commission and a staff selected by 
the National Association of Railroad and 
Utilities Commissioners. The commis- 
sion, however, said that it felt more 
equitable results would be achieved by 
attaching greater weight to total traffic 
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units which would measure the plant 
used in placing toll calls as well as the 
actual conversation minute miles. 

The company’s practice of crediting 
interest charged to construction to its 
revenue account was regarded as “un- 
realistic,” and the commission eliminated 
the entry in its computation of revenues. 
It was said that to include such plant in 
the rate base and permit the company to 
charge interest during construction which 
it capitalizes would result in a double 
return. Interest during construction, said 
the commission, is capitalized and ulti- 
mately enters the plant account when the 
plant is actually put into service. The 
commission excluded plant under con- 
struction from the rate base. 

The accepted test as to the allowance 
of property held for future use was said 
to be whether the time for using the prop- 
erty in question is so near that it may 
properly be held to have the quality of 
working capital. The commission recog- 
nized the desirability of encouraging pub- 
lic service corporations to be farsighted 
as to the needs of future service where 
such property may be acquired at a sav- 
ing in cost, but it regarded it as being 
inequitable and unfair to look to the pub- 


lic exclusively to underwrite such ad- 
vance purchases, thus “guaranteeing the 
utility against all mistakes.” The commis- 
sion could not justify the conclusion that 
property held for future use in 1955 has 
the character of working capital in 1949, 

Much of the opinion dealt with ex- 
penses such as maintenance, repairs, sta- 
tion removal and changes, and deprecia- 
tion, all of which have been affected by 
changing costs and a changeover to dial. 

Pension cost was recognized as a justi- 
fiable expense, but the commission noted 
that the company had not begun early 


enough its practice of making current | 
charges to operating expenses on a proper | 


accrual rate actuarially sufficient to pro- 


vide for future pensions. An error of | 
judgment, said the commission, had been 7 
committed in the execution of the pension | 
plan. The commission concluded that a J 


gross inequity would be achieved and an 
unsound principle of regulation estab- 


lished in the allowance of the so-called | 
“freezing payment” as an operating ex- | 


pense. The commission noted the simi- 


larity between this question and the ques- | 
tion of deficiencies in depreciation re- | 
serve. Re New England Teleph. & Teleg. } 


Co. (Nos. 2437, 2437A). 


e 


Condemnation of Railroad Track Invalid without Approval 


F yen ard between a railroad 
and a municipality over a proposed 
street extension involving the relocation 
of track and the establishment of a cross- 
ing was resolved by the California Su- 
preme Court in favor of the railroad. 

The city had obtained an order of con- 
demnation against the property in a lower 
court, which order permitted it to enter 
into possession immediately. The railroad 
then sought a supreme court decree bar- 
ring enforcement of this order. Its appli- 
cation was based on the fact that para- 
mount authority over railroad crossings 
was in the commission, which was in no 
way a party to the condemnation pro- 
ceeding. 

A protest by the city that a simple ap- 
peal was an adequate remedy and that 
consequently no special order prohibiting 
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enforcement of condemnation should be 
issued, was overruled by the court. Since 
the condemnation order permitted the 
city to enter into possession immediately, 
the court ruled, appeal would not provide 
timely and effective relief to a railroad 
whose tracks would be moved and serv- 
ice impaired before the appeal could be 
decided. 

The court agreed with the railroad’s 
contention that the commission’s author- 
ity in the matter was supreme and con- 
cluded its remarks by pointing out that 
the action of the lower court was in ex- 
cess of its jurisdiction inasmuch as no 
showing of commission approval of the 
relocation of the tracks had been ob- 
tained. Northwestern Pacific R. Co. v. 
Superior Court in and for Humboldt 
County, 211 P2d 571. 
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PROGRESS OF REGULATION 


Salaries of Officers of Family-controlled Utility 


HE New Jersey Board of Public 

Utility Commissioners denied a 
water utility’s application for a rate in- 
crease where the proposed rates would 
yield a return of 10.2 per cent. This was 
considered excessive. 

The board questioned the reasonable- 
ness of salaries paid to officers. The cor- 
poration was a tightly held, family-con- 
trolled enterprise. The two officers 
(father and son) had been receiving 
salaries totaling $16,000, which in the 
past year equaled 35 per cent of the com- 
pany’s gross revenues. The duties per- 
formed by the officers were of a routine 
clerical nature and required no technical 
or professional training, and one of the 
officers had another business not related 
to the utility for which he used the offices, 
telephone, and clerical help of the utility. 

The board conceded that it should not 
invade the province of management in 


determining proper salaries but indicated 
that where such salaries are unreasonable 
and do not bear a relation to the services 
performed, they will not be allowed as 
operating expenses. Accordingly, the 
board reduced the item for officers’ sala- 
ries to $10,000. 

A suggestion on the part of the com- 
pany’s engineers that a reduction in the 
rate of depreciation from 2.33 per cent 
to the “more equitable” rate of 1.5 per 
cent be spread over a period of years was 
rejected by the board. Testimony indi- 
cated that the level of the depreciation re- 
serve account was not lower than the 
reserve requirement. 

Present rates, the board found, after 
making adjustments in accordance with 
its rulings as to various expense items, 
would yield a return of 5.3 per cent, which 
was considered reasonable. Re Bogota 
Water Co. (Docket No. 4488). 


= 


Commission Approves Higher Rate with Passengers’ Approval 


HE Massachusetts Department of 

Public Utilities granted a railroad’s 
application for an increase in intrastate 
passenger fares. The commission called 
attention to the rather unusual picture of 
substantial acquiescence, and in several 
cases of active support, of the railroad’s 
proposals by individual commuters, as 
well as by civic organizations. The com- 
mission pointed out that these expres- 
sions in favor of the rate increase are 
significant factors in a determination of 
the value of the service for rate-making 
purposes. 

The evidence indicated that existing 
rates were noncompensatory or, at best, 
were providing less than a reasonable re- 
turn. The commission modified a pro- 
posed 35 per cent increase in commuta- 
tion tickets to 25 per cent because many 





riders using commutation tickets had es- 
tablished their personal budgets on the 
basis of present fares and would be bur- 
dened with too great an outlay of cash 
if the 35 per cent increase were per- 
mitted. 

The commission refused to grant a rate 
increase for intrastate travel over lines 
also used for interstate commerce, con- 
cerning which traffic an application was 
pending before the Interstate Commerce 
Commission. It indicated a fear that ac- 
tion on its part prior to the time that the 
railroad’s entire financial picture had 
been presented to the Interstate Com- 
merce Commission might result in much 
higher rates being charged for intrastate 
travel than for substantially longer rides 
interstate. Re New York, N.H.& H.R. 
Co. (DPU 8756). 


e 


Telephone Rates Increased—Extended Area Service Approved 


6 Bo public utility hearing board of 
the Rhode Island Department of 
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Business Regulation allowed an inter-_ 
state telephone company a rate increase 
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on its service within the state of Rhode 
Island, where the record indicated that 
the company was not recei¥ing an ade- 
quate return on its rate base. This action 
was a reversal of an earlier order by the 
public utility administrator. 

Many other matters were considered 
by the board, including the adoption of 
extended area service in the Providence- 
Pawtucket area. This proposal was vigor- 
ously opposed by Pawtucket business 
groups who contended that it would be 
detrimental to them in that more of the 
smaller community’s business would 
gravitate to the larger one. The board 
overruled this contention and authorized 
the adoption of the service, with the com- 
ment that it would have a wide and bene- 
ficial effect upon telephone subscribers 
throughout the affected area. 

Objection by the public utility ad- 
ministrator to the use of the formula for 
the separation of revenues and expenses 
set forth in the “Separations Manual” 
was overrziled by the board. While there 
was much merit in the administrator’s 
criticism of the application of the formula 
in the case at hand, the board observed, 
the fact that no qualified and credible 
alternative separations study was pre- 
sented required it to base its decision on 
the evidence presented before it and ac- 
cept the formula offered by the company. 

The board refused to accept the de- 
cision of the administrator excluding all 
property under construction from the 
rate base. The holding of the state su- 
preme court that a utility should be al- 
lowed a fair return on the value of its 
property necessarily employed in render- 
ing public service, the board ruled, does 
not require total exclusion of plant under 
construction. What might be considered 
a compromise figure of one-half of the 
amount of money invested in plant under 
construction was allowed. Total exclusion 
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is not realistic since it overlooks the fact 
that the company is required to invest 
its funds without securing any return 
thereon. Inclusion of the full value was 
considered proper without provision be- 


ing made for the additional revenues 


which the new property would produce. 
The return allowed the utility on its 


intrastate business was 6 per cent, which J 


the board considered reasonable and 
proper. The standard expressed by the 
board might be summarized in this man- 
ner: It should compare favorably with 


the return being made on investments in 7 


other business undertakings attended by 
corresponding risks and uncertainties ; it 
should be reasonably sufficient to insure 


confidence in the financial soundness of | 


the company ; it should be adequate un- 


der economic and efficient management 


to support its credit so as to enable it to 


raise the money necessary for the proper 


discharge of its duties as a public utility. 


The company’s proposed capital struc- | 


ture of 40 per cent debt and 60 per cent 
capital was approved as being fair to both 
the company and the ratepayer. 


Payments made by the company to its | 


parent under a license contract were al- 
lowed notwithstanding the fact that the 
evidence did not satisfactorily establish 
that the services rendered justified the 
one per cent of gross revenues called for 
by the contract, where the record as a 
whole did not indicate that the contract 
was unconscionable or was one which 
would work a hardship on the ratepayer. 

Finally, the board refused to disallow 
items of expense for materials and sup- 
plies purchased from an affiliated manu- 
facturer of telephone equipment. The 
record was considered insufficient to pro- 
vide a basis on which a decision could 
be reached on this matter. Re New Eng- 
land Teleph. & Teleg. Co. (Formal 
Docket No. A-29). 


City Cannot Claim Excess Earnings under Ordinance Rate 


TEXAS city operating under a home 
rule charter has no power to pass 
an ordinance that if rates fixed by the 
city produce more than a reasonable 
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profit, reparation shall be made to the city 
either in its proprietary capacity or in 
the capacity of a trustee. Further, the 
city in exercising its power to fix rates 


460 





must 1 
they 1 
than 1 

Thi 
the T 
case | 
sough 
ordiné 
The « 
sough 
the o1 
$200, 
transi 
inves 


PROGRESS OF REGULATION 


must make rates certain and definite and 
they must operate prospectively rather 
than retrospectively. 

| This is the substance of a decision by 
@ the Texas Court of Civil Appeals in a 
case where El Paso City Lines, Inc., 
sought a declaratory judgment that an 
ordinance was void or inapplicable to it. 
a The city of El Paso, in the same case, 
a sought a judgment as to the validity of 
@ the ordinance and sought to recover over 
@ $200,000 representing earnings of the 
@ transit company above 6 per cent on its 
investment. These earnings had resulted 
from rates authorized by the city. 

The city, said the court, sought to re- 
cover what it had authorized the com- 
pany to charge, which at any time it had 
the power and duty to change if the rate 
became unreasonable. It was said that 
even though the rate produced more than 
a reasonable return the city had no title 
to the excess. 

The ordinance contained a provision 
that the city should hold such excess 
funds in trust for those from whom ex- 


cessive charges had been exacted. The 
court said this was the only element of 
justice in this portion of the ordinance. 
The city had no semblance of moral or 
legal right to these funds itself. No power 
had been delegated to the city to impose 
on the company a duty to keep an ac- 
count of all passengers and the amount 
due each. This would be impractical and 
unreasonable, said the court. 

In effect, the ordinance would create 
the city a trustee for an unlimited num- 
ber of persons whose identity as a prac- 
tical matter it would be impossible to es- 
tablish and the city would keep the 
money. The court said: 


The power lodged in a governmental 
agency to fix the rate that a utility 
shall charge the customers does not 
imply a power in such regulatory body 
to appropriate to its benefit anything 
realized beyond a fair return from the 
rate. 


City of El Paso v. El Paso City Lines, 
Inc. (No. 4664). 


e 


Stay of Rate Order Enables Telephone Company to Charge 
Proposed Rates 


‘ta supreme judicial court of Massa- 
chusetts affirmed a single justice’s 
judgment denying the department’s peti- 
tion for an order compelling a telephone 
company to charge rates prescribed by it 
rather than the higher rates which the 
telephone company had unsuccessfully 
proposed. The department’s order grant- 
ing only part of the requested rate in- 
crease had been stayed pending final dis- 
position of the company’s action. 

It was claimed that the company lost 
the right to charge its proposed rates by 
reason of having filed the rate schedules 
prescribed by the department. The court 
disagreed with this argument. It pointed 
out that when the department specifically 
ordered the company to file new rate 
schedules, it was the absolute duty of the 
company to obey that order and to file 
and abide by those rates unless and until 
the court should grant relief by an inter- 
locutory stay or by final decree. The com- 
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pany did not, by observing that order, 
lose its right to have the court pass upon 
the lawfulness of the rate order. 
Furthermore, the court ruled that the 
company did not lose its right by avail- 
ing itself of the suggestion made by the 
department that it might, upon petition, 
allow the company increased rates in con- 
sequence of added labor costs. There was 
no reason why the company could not 
avail itself of the suggestion and acquire 
the added revenue without abandoning 
its right to insist upon having the court 
determine the constitutionality of the or- 
der denying its proposed rate increase. 
The court pointed out that each order 
made and each rate filed after the order 
disallowing the proposed rate increase 
was made subject to the right of the com- 
pany to have the court pass upon that 
order and to stay its enforcement pend- 
ing final disposition of the case, and ulti- 
mately to allow the proposed rates to take 
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final effect, if lower rates were found to 
be confiscatory or unconstitutional. De- 


partment of Public Utilities v. New Eng- 
land Teleph. & Teleg. Co. 


7 


Other Important Rulings 


Le Idaho commission authorized an 
increase in telephone rates for a 
company operating at a loss where the 
requested rates would not afford a fair 
return on net investment; and the com- 
mission raised the question whether, un- 
der a statute requiring adequate service 
for just and reasonable compensation, a 
company has a right to waive compensa- 
tion, although the rates provided would 
apparently produce a return of 1.69 per 
cent to the company. Re Pacific Teleph. 
& Teleg. Co. (Case No. F-1425, Order 
No. 2024). 


The Securities and Exchange Com- 
mission held that its policy with respect 
to a balanced capital structure contain- 
ing debt and preferred and common stock 
should not be construed as one in which 
the ideal proportion of capitalization and 
surplus reserved for common stock equity 


is 25 per cent; it has never regarded a 25 
per cent common stock equity ratio as 
being anything other than a floor below 
which existing common stock ratios 
should not drop or to which existing low- 
er ratios should, as a minimum, increase. 
Re General Pub. Utilities Corp. (File 
No. 70-2220, Release No. 9538). 


The Idaho commission held that it 
does not have jurisdiction over irregu- 
lar route motor carrier operation and 
that its jurisdiction over any motor car- 
rier using the state highways for hire or 
compensation is limited to those operat- 
ing between fixed terminals or over regu- 
lar routes. It also stated that jurisdiction 
cannot be acquired by stipulation. Re 
Nine Motor Carriers of Petroleum Prod- 
ucts for Anywhere for Hire (Case Nos. 
AT-18300, 302, 309, 400, 438, 467, 
571, 574, 598, Order No. 4030). 
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WISCONSIN PUBLIC SERVICE COMMISSION 


City of Milwaukee 


Milwaukee Electric Railway & 
Transport Company 


2-S R-2098—2-SR-2101 
January 23, 1950 


i. by municipality to have Commission assume juris- 
diction and act as arbitrator of dispute with transit company 
over license fees; denied. 


Commissions, § 17 — Powers — Statutory limitations. 
1. The Commission, being a creature of statute, has only such powers as 
have been lawfully delegated to it by the legislature, p. 65. 


Commissions, § 15.1 — Power to arbitrate dispute. 
2. Neither the Commission as a state agency nor its members as individuals 
have power to arbitrate a dispute between a municipality and a transit com- 
pany as to the proper license fee which the latter should pay the former, 
since no statutory authority exists under which the Commission could act 
as a body and its members are required to devote full time to Commission 


business, p. 65. 


By the CoMMISSION : 

[1,2] The city of Milwaukee, un- 
der date of December 1, 1949, peti- 
tioned the Public Service Commission 
to assume jurisdiction and act as ar- 
bitrator in certain matters regarding 
city license fees for trackless trolley 
operations of the Milwaukee Electric 
Railway & Transport Company. 

Hearing was held at Madison on 
January 13, 1950, before Chairman 
John C. Doerfer and Commissioner 
Samuel Bryan. 


APPEARANCES: City of Milwaukee, 
a by Walter J. Mattison, by William A. 
Ketterer, Assistant City Attorney, and 


[5] 


Harry G. Slater, Assistant City At- 
torney; Milwaukee Electric Railway 
& Transport Company, by Shaw, 
Muskat & Paulsen, Attorneys, by 
Martin R. Paulsen, Attorney, Mil- 
waukee; W. H. Damon, engineering 
department, of the Commission staff. 
Although the Milwaukee Electric Rail- 
way & Transport Company did not 
appear in opposition, it did take ex- 
ception to some of the allegations in 
the application but nevertheless indi- 
cated that it was willing to have the 
Commissioners, as individuals, act as 
arbitrators. 

The questions involved are: 

1. Does the Public Service Com- 
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mission have jurisdiction to act as ar- 
bitrator in a bus license fee dispute? 

2. Do the Commissioners, acting as 
individuals, have authority to act to- 
gether as an arbitration board? 

It appears that the Milwaukee Elec- 
tric Railway & Transport Company 
operates trackless trolley lines along 
certain streets in the city of Milwau- 
kee. Provisions relating to license 
fees for trolley busses on four separate 
lines are to be found in the ordinances, 
a copy of which is attached to the pe- 
tition in each of the four dockets above 
set forth. 

Among other things, said ordi- 
nances provide that the transport com- 
pany pay to the city of Milwaukee, 
each calendar year after such line was 
constructed and placed in operation, 
an annual unit base license fee. Por- 
tions of the ordinances common to all 
lines provide as follows: 

“The base license fee of $312.50 for 
40-passenger seat trolley cars, and the 
license fees for other than 40-passen- 
ger seat cars shall be in force for a 
period of ten years after said line is 
constructed and placed in operation. 
At the end of the first ten years of op- 
eration of said line, the common coun- 
cil by appropriate action and the ac- 
ceptance thereof by the company may 
adjust and fix the annual unit base li- 
cense fee for such period of time as 
may then be determined. Fes 

4. That said ordinance further pro- 
vides as follows: 

“Such adjustment, however, in case 
of disagreement between the city and 
the company shall be subject to the de- 
cision of the Public Service Commis- 
sion of Wisconsin.” 

The term provided for the payment 
of said license fee has now terminated. 
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The city of Milwaukee has proposed 
that the transport company accept new 
ordinances which provide that the li- 
cense fee be changed from $312.50 per 
annum to $900 per annum. This the 
transport company refused to accept. 
Hence, a dispute exists as contem- 
plated by the terms of the 1938 ordi- 
nances calling for arbitration. It is 
significant to note that neither at the 
time of the adoption of the November, 
1938, ordinance nor at any subsequent 
time did the Public Service Commis- 
sion or the members thereof acquiesce 
or agree to act as arbitrators in said 
dispute. Indeed, the Commissioners 
knew nothing about it prior to the 
present applications. Neither counsel 


for the city of Milwaukee or the trans- 
port company can find any specific au- 
thority in the statutes authorizing or 
permitting the Commission as a body 


or its members as individuals to act 
as arbitrators in any matter. 

The duties of the Commission are 
prescribed by Wisconsin Statute, 
§ 195.01 (4), and provide as follows: 

“Full Time Office. No Commis- 
sioner shall hold any other office or 
position of profit, or pursue any other 
business or vocation, or serve on or 
under any committee of any political 
party, but shall devote his entire time 
to the duties of his office.” 


Examination of other powers and 
duties of the Commission fails to dis- 
close that the Commission or the Com- 
missioners have any power to sit as 
arbitrators. Although counsel for the 
city of Milwaukee and the transport 
company readily agree that no such 
power can be found, each felt that in- 
asmuch as both parties had agreed to 
accept the Public Service Commission 
as arbitrators in 1938, each was duty 
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bound to inquire and, if the Public 
Service Commission be so advised, ac- 
cept arbitration. 

It is well understood that the Pub- 
lic Service Commission, being a crea- 
ture of the legislature, has only such 
powers as have been lawfully delegated 
to it by the legislature. No power to 
act in arbitration having been granted 
and the individual members being 
specifically prohibited from pursuing 
any other business or vocation but in- 
stead required to devote their entire 
time to the duties of their office, it is 
our considered judgment said _peti- 
tions should be denied. There is no 
statutory authority which would per- 
mit the Commissioners to use the per- 
sonnel services of its staff, such as en- 
gineers, stenographers, and clerical 


ELECTRIC R. & TRANSP. CO. 


help in receiving evidence and at- 
tempting to solve the matters in dis- 
pute. Hence, the Public Service Com- 
mission either as a department of the 
state of Wisconsin or as individuals 
acting in consort hereby respectfully 
decline to accede to the request to act 
as arbitrators. 

The Commission concludes: 

That neither the Public Service 
Commission nor the members thereof 
have jurisdiction or authority to act 
as arbitrators in the disputes referred 
to in the above-entitled petitions. 


ORDER 


It is therefore ordered: 

That the above-entitled petitions of 
the city of Milwaukee be and are here- 
by dismissed. 





FLORIDA RAILROAD AND PUBLIC UTILITIES COMMISSION 


Jacksonville Gas Company 


City of Jacksonville 


Order No. 1571, Docket No. 1641 
December 2, 1949 


PPEAL to Commission from action of city fixing gas rates; 
A rates fixed by city set aside and increased rates prescribed. 


Commissions, § 35 — Appellate jurisdiction — Rate order of municipal commis- 


sion. 


1. The Commission has special statutory jurisdiction to hear and determine 
appeals from orders of the city commission fixing gas rates whenever such 
jurisdiction is properly invoked, under the terms of the statute, by the party 


taking the appeal, p. 69. 


Valuation, § 17 — Rate base determination — Guiding formula. 
2. The Commission is not bound by any particular statutory method or 
formula in arriving at the valuation of a gas company’s property for rate- 


making purposes, p. 76. 


67 
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Valuation, § 39 — Rate base determination — Reproduction cost factor. 
3. Evidence of reproduction cost should not be considered in a rate case, 


since it is inherently fallacious and necessarily permeated with inaccuracies, 
p. 76. 


Return, § 9 — Fair value basis. 
4. The Commission is free, within the scope of its statutory authority, to 
fix utility rates without regard to the fair value formula, p. 78. 


Return, § 11 — Investment basis. 
5. A rate base predicated on net average investment ascertained from orig- 
inal cost, plus working capital (if under the circumstances of the particular 
case such an allowance should be made), less accrued depreciation, was con- 
sidered fair to the utility, its investors, and consumers, as giving recogni- 
tion to every dollar invested in the business affected with a public interest, 
p. 79. 


Valuation, § 295 — Working capital allowance — Effect of customer deposits. 
6. No allowance should be made in a gas company’s rate base for working 
capital where customer deposits available to the company exceed the work- 
ing capital required, although working capital is an element of value to be 
considered in arriving at a proper rate base, p. 80. 


Valuation, § 104 — Accrued depreciation — Reserve. 
7. A gas company’s depreciation reserve requirement predicated on the re- 
serve which was accepted by the Securities and Exchange Commission as 
being the proper amount to record in the company’s opening entry, plus the 
accruals which should have been made had the company accrued its depre- 
ciation reserve on a straight-line basis since the date when the company 
was reorganized, was considered a proper and reliable amount to be deducted 
from the average investment in arriving at the company’s rate base, p. 80. 


Return, § 11 — Investment basis. 
8. A gas company’s average investment, less depreciation, constitutes a fair 
and reasonable basis for testing the adequacy of the company’s earnings and 
the necessity for any rate adjustment, p. 80. 


Return, § 24 — Reasonableness — Attraction of capital. 
9. A rate of return is generally considered adequate when it will attract 
capital to an enterprise, or, in other words, the revenues received will pay 
operating expenses, depreciation, taxes, interest on borrowed capital, and 
reasonable dividends while leaving an adequate balance for surplus, p. 82. 


Return, § 92 — Gas company. 
10. Rates yielding a return of 7 per cent were considered sufficient to main- 
tain a gas company’s credit and at the same time be fair and reasonable, 
p. 82. 


Expenses, § 89 — Rate case expenses. 
11. Rate case expenses are a proper charge to operation for rate-fixing 
purposes, p. 84. 


> 


By the Commission: This matter petition and appeal of the Jacksonville 
comes before the Florida Railroad and Gas Company from a_ resolution 
Public Utilities Commission on the adopted by the city commission of the 
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JACKSONVILLE GAS CO. v. JACKSONVILLE 


tity of Jacksonville, Florida, on Oc- 
tober 14, 1948, which resolution pre- 
scribed the rates to be charged for 
manufactured gas to consumers there- 
of in the city of Jacksonville, effective 
on and after January 1, 1949. 


|. Jurisdiction of Florida Railroad 
and Public Utilities Commission 


[1] In view of the nature of this 
proceeding it is appropriate at the out- 
set to consider the Commission’s ju- 
risdiction, 

The Constitution of Florida, § 30, 
Art XVI, vests the legislature with 
full power to pass laws for the cor- 
rection of abuses and to prevent un- 
just discrimination and excessive 
charges by persons and corporations 
engaged as common carriers in trans- 
porting persons and property, or per- 
forming other services of a public na- 
ture. 


Section 35, Art V, of the Constitu- 
tion provides that the legislature may 
clothe any Railroad Commission with 
judicial powers in all matters connect- 
ed with the functions of their office. 

Pursuant to the foregoing consti- 
tutional provisions the legislature has 
created the Florida Railroad and Pub- 
lic Utilities Commission and from 
time to time has vested it with reg- 
ulatory jurisdiction over certain utili- 
ties engaged in rendering public serv- 
ice. These utilities include telephone 
and telegraph companies, railroads, 
water carriers, taxicabs, truck and bus 
lines, express companies, observation 
towers, and Pullman companies. 

The Florida Railroad and Public 
Utilities Commission, therefore, is a 
branch of the state governmental au- 
thority of the state of Florida author- 
ized by the Constitution and specif- 


ically charged with the statutory duty 
of prescribing just and reasonable 
rates to be charged by, and regulating 
in the public interest, those utilities 
engaged in rendering transportation 
and communication services to the 
general public. 

There is no statewide regulation in 
Florida of those utilities engaged in 
manufacture, transmission, sale, and 
distribution of gas and electric power 
to the public. While many efforts 
have been made in the past to bring 
these particular utilities under state 
regulation, the legislature has not seen 
fit to exercise its constitutional powers 
with reference thereto. As a result 
Florida is one of only four or five 
states in which the manufacture, trans- 
mission, sale, and distribution of gas 
and electric power are not regulated 
by the state. 


In the present proceeding the Com- 
mission is exercising a special statu- 
tory appellate jurisdiction pursuant to 
a Special Law enacted by the legis- 


lature in 1921. Chapter 8974, Laws 
of Florida, Acts of 1921, authorizes 
the city commission of the city of 
Jacksonville to fix just, reasonable, 
compensatory, and adequate rates 
which may be charged for gas to con- 
sumers thereof in the city of Jackson- 
ville and to make such reasonable rules 
and regulations in regard to the ex- 
tension of mains, connections, and 
service to consumers as the city com- 
mission may deem necessary and prop- 
er. Any action of the city commission 
under said act is required to be in the 
form of a resolution to be published 
sixty days before the same shall take 
effect and which shall have the same 
force as an ordinance. 

Said Special Law also provides that 
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any furnisher or producer of gas, who 
may be dissatisfied with any action 
taken by the city commission under 
said law may appeal from the action 
of the city commission to the Railroad 
Commission of the state of Florida. 
Such appeal shall be taken within sixty 
days and perfected by filing with the 
city commission a petition setting 
forth the matter appealed from, and 
therein giving a full, true, and correct 
statement of the proceeding had, and 
the relief desired. Within fifteen days 
after the filing of said petition the 
clerk or other recording officer of the 
city commission is required to trans- 
mit to the Railroad Commission a true 
and correct transcript of all proceed- 
ings, including testimony or papers or 
data submitted, had in, by, and before 
said city commission, dated and signed 
by the chairman or acting chairman of 
said board of commissioners and cer- 
tified to as to its correctness by the 
clerk or other recording officer of said 
board. The party taking the appeal 
is required to pay all costs of said ap- 
peal. 


In and by said Special Law the 
Railroad Commission is given juris- 
diction to hear and determine the ap- 
peals therein provided for and to take 
further and additional testimony after 
reasonable notice given to the parties 
in interest relevant to the questions 
submitted, and said Railroad Com- 
mission is required by said law to 
make its findings of fact upon which 
conclusions reached are based and en- 
ter an order or orders setting aside, 
modifying, or approving the action of 
the city commission appealed from, or 
increase or reduce the rates appealed 
from with full power to invoke the 
use of the writ of mandamus or pro- 
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hibition in the enforcement of its or 
ders. No such appeal to the Railroad 
Commission operates to supersede the 
order of the city commission fro 

which the appeal is taken until the fina 
determination by the Railroad Com 
mission of the questions presented b 
the appeal. 

It will be noted that the foregoing 
Special Law vests appellate jurisdic 
tion in the “Railroad Commission of 
the State of Florida.” Chapter 24095, 
Laws of Florida, Acts of 1947, 
changed the name of this regulatory 
agency from “‘Railroad Commission of 
the State of Florida” to “Florida Rail- 
road and Public Utilities Commis- 
sion” and vested all rights, powers, 
duties, responsibilities, jurisdiction, 
and judicial powers in said Florida 
Railroad and Public Utilities Commis- 
sion which were formerly vested in 
said Railroad Commission of the 
State of Florida. 

It is the opinion of this Commission 
that it has special statutory jurisdic- 
tion to hear and determine appeals 
from orders of the city commission of 
the city of Jacksonville entered pur- 
suant to the provisions of said Chap 
8974, Laws of Florida, Acts of 1921, 
whenever such jurisdiction is properly 
invoked under the terms of said law 
by the parties taking such appeals. 


II. History of Proceedings and 
Pleadings of the Parties 


A. The City Commission’s Resolution 
Fixing Rates: 

On March 4, 1948, the city commis- 
sion of the city of Jacksonville adopted 
a resolution initiating an investigation 
of the rates then being charged for 
manufactured gas to consumers there- 
of in the city of Jacksonville by the 
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acksonville Gas Company. At the 
jonclusion of said investigation, on 
October 14, 1948, the said city com- 
mission adopted a resolution fixing 
the rates to be charged for manufac- 
tured gas by said company in the city 
of Jacksonville on and after January 
1, 1949. Notice of said resolution 
was published in accordance with law. 
The rates therein fixed constituted a 
substantial reduction in the rates then 
being charged by the gas company and 
will be discussed at greater length in 
a subsequent portion of this order. 


B. Temporary Injunction Granted by 
Federal Court: 

The Jacksonville Gas Company, be- 
ing dissatisfied with the action of the 
city commission in fixing the rates to 
be charged on and after January 1, 
1949, filed its bill of complaint in the 
United States district court for the 
southern district of Florida praying 
that said city commission be enjoined 
from enforcing said reduced rates. A 
temporary injunction was granted by 
the Federal court restraining the city 
commission from enforcing or at- 
tempting to enforce the schedule of 
rates, tolls, and charges prescribed in 
and by that certain resolution adopted 
by the city commission of the city of 
Jacksonville the 14th day of October, 
1948, pending final determination of 
an appeal from such action of the city 
commission taken by Jacksonville Gas 
Company to the Florida Railroad and 
Public Utilities Commission, and until 
legal rates for such gas service have 
been established. Said temporary in- 
junction further required the Jackson- 
ville Gas Company to furnish a bond 
with good and sufficient surety in the 
sum of $100,000 conditioned to repay 
and refund to its gas customers in the 


city of Jacksonville any rates or 
charges found to have been collected 
or received by the gas company from 
such customers beginning January 1, 
1949, and thereafter during the pend- 
ency of said injunction in excess of the 
legal rates which shall finally be estab- 
lished. 


C. Jacksonville Gas Company's Pe- 
tition for Appeal: 

On December 9, 1948, the Jackson- 
ville Gas Company filed with the city 
commission of the city of Jacksonville 
its petition of appeal to the Florida 
Railroad and Public Utilities Com- 
mission. In said petition the gas 
company, signifying its dissatisfaction 
with the action of the city commis- 
sion aforesaid, requested said city 
commission to transmit to the Florida 
Railroad and Public Utilities Com- 
mission a true and correct transcript 
of the proceedings had in, by, and be- 
fore said city commission, including 
said petition of appeal. Likewise in 
said petition the gas company request- 
ed the Florida Railroad and Public 
Utilities Commission to fix and de- 
termine (1) the value of the gas com- 
pany’s property used and useful in the 
production and distribution of manu- 
factured gas in the city of Jackson- 
ville; (2) the reasonable rate of return 
upon said valuation to give said gas 
company a fair and compensatory 
earning upon its said property; and 
(3) the fair and nondiscriminatory 
rates which may be charged by said 
gas company for the sale of manufac- 
tured gas to produce a rate of return 
upon its property as aforesaid. 


D. Transcript and Subsequent Plead- 
ings: 

A transcript of the proceedings had 
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in and before the city commission of 
the city of Jacksonville, duly certified 
as to its correctness by the secretary of 
said city commission, was filed with 
the Florida Railroad and Public Utili- 
ties Commission on December 24, 
1948. Thereafter, on January 26, 
1949, the Jacksonville Gas Company 
filed its petition with this Commission 
requesting said Commission (1) to 
take testimony and receive evidence 
de novo on the issues presented in said 
appeal; (2) to fix and determine a 
date for the offering of said testimony 
and adducing of such evidence; and 
(3) to fix and determine rules and 
regulations in said appeal for the pro- 
cedure in taking the testimony by dis- 
position of witnesses who reside with- 
out the state of Florida and who can- 
not attend the hearing before said 
Commission. On February 2, 1949, 
the city commission of the city of 
Jacksonville filed with this Commis- 
sion its answer to the aforesaid peti- 
tion of the gas company and prayed 
that this Commission (1) take testi- 
mony and receive evidence concerning 
the reasonableness of the gas rates 
fixed by the said city commission in 
and by its resolution of October 14, 
1948, to the end that said action of 
the city commission may be approved 
or modified so as to establish reason- 
able rates which may be charged for 
gas to consumers thereof in the city of 
Jacksonville; (2) fix and determine a 
date for the offering of such testimony 
and adducing of such evidence; and 
(3) fix and determine rules and reg- 
ulations in this appeal for the pro- 
cedure in taking the testimony by 
deposition of witnesses who reside 
without the state of Florida and who 
cannot attend the hearings before this 
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Commission whenever a showing ha 
been made before this Commissio 
and an order obtained that the 
deposition of any particular witness 
who resides without the state of Flor 
ida is reasonably necessary and ma 
terial to the issues in this appeal. 

After a hearing on said petition and 
answer this Commission entered it 
Order No. 1536, in which it was Or- 
dered and Adjudged that: 

“(1) A public hearing will be held 
on the issues involved in this appeal 
at 9:30 a.m., Tuesday, April 12, 
1949, in the Mayflower hotel, Jack- 
sonville, Florida, at which time this 
Commission will receive and consider 
as a part of said appeal the transcript 
of proceedings hereinbefore referred to 
and certified to this Commission on 
December 21, 1938, by Earle E. 
Jones, secretary of the city commission 
of the city of Jacksonville, Florida, as 
the record of the proceedings, matters 
and things had and done by and be- 
fore said city Commission of the city 
of Jacksonville, Florida, in its inves- 
tigation and fixing of the rates to be 
charged for manufactured gas to con- 
sumers in the city of Jacksonville, 
Florida. 

“(2) At said time and place the 
Commission will also receive and con- 
sider such testimony with reference to 
the issues involved on said appeal as 
Jacksonville Gas Company, the city 
commission of the city of Jacksonville, 
or other interested parties may offer 
and which may be pertinent and rele- 
vant to said issues. 

“(3) Testimony of witnesses who 
reside without the state of Florida and 
who cannot attend the hearing afore- 
said may be taken by deposition and 
used under the same circumstances 


provisic 

1941.” 
The 

12, 194 
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nd conditions and for the same pur- 
pose and according to the same pro- 
@mccdure that depositions are permitted 
0 be taken and used in the courts of 
his state under and pursuant to the 
provisions of Chap 91, Florida Stat, 
1941.” 

The hearing aforesaid, set for April 
|2, 1949, was subsequently postponed 
to April 19, 1949, at which time 
the following appearances were en- 
tered : 

Elliott Adams and William H. 
Rogers, both of Jacksonville, and Har- 
ty Wells of Tallahassee, for Jackson- 
ville Gas Company ; William M. Madi- 
son, City Attorney, and O. O. McCol- 
lum, Assistant City Solicitor, both 
of Jacksonville, for the city commis- 
sion and the individual members 
thereof. 

Hearings on said appeal commenced 
in Jacksonville on April 19, 1949, 
were adjourned on April 26th, recon- 
vened in Tallahassee on June 21st 
and finally concluded on June 23rd. 
More than 850 pages of testimony was 
heard by the Commission and 73 sta- 
tistical exhibits were received. Com- 
prehensive briefs have been filed by 
the respective parties and considered 
by the Commission. 

At said hearings the Commission 
was assisted by the following mem- 
bers of its technical staff : 

Fred Pettijohn, director of the 
Commerce Department in charge of 
accounts and statistics; S. R. Ryan, 
chief engineer; D. Fred McMullen, 
assistant general counsel; and Lewis 
W. Petteway, General Counsel. 

All of said staff members have fur- 
nished the Commission with detailed 
analytical reports of the various tech- 
nical and legal matters involved. 


III. Rates Involved 


The city commission of the city of 
Jacksonville, by resolution adopted 
July 7, 1926, fixed the maximum 
schedule of rates to be charged for gas 
to consumers thereof in the city of 
Jacksonville, as follows : 


Cu. Ft.or Less Net 


1.00 

1.70 per cu. 

1.60 per cu. 

1.50 per cu. 

1.25 per cu. 

1.10 per cu. 

Next 1.00 per cu. 

All Over .90 per cu. 
(Obviously all but the first rate above are per 

1,000 cu. ft.) 


Gross 
First 
Next 
Next 
Next 
Next 
Next 


The aforesaid schedule of rates was 
fixed by the city commission after ami- 
cable agreement with the gas company 
following some three years of litiga- 
tion in which the city was unsuccess- 
ful in sustaining a maximum rate of 
$1.65 per thousand cubic feet which 
had been fixed by the city commission 
on July 17, 1922. 

For many years following the fix- 
ing of the aforesaid maximum sched- 
ule of rates the gas company sold gas 
and operated and continued to do busi- 
ness at rates considerably lower than 
those fixed by said maximum rate 
schedule. In July, 1947, the gas com- 
pany discontinued all rate schedules 
then in effect except its general serv- 
ice or maximum rates, domestic rate 
and commercial rate schedules, there- 
by abolishing a number of lower rate 
schedules, previously voluntarily pro- 
mulgated by the gas company, requir- 
ing consumers under such abolished 
lower rate schedules to be placed on 
the remaining schedules at an increase 
in rates. On January 1, 1948, the gas 
company discontinued all rates except 
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the general service or maximum rate, 
thereby abolishing its lower domestic 
rate and commercial rate and placing 
consumers thereunder on the higher 
general service rate. The rates fixed 
by the city commission under its res- 
olution of October 14, 1948, allowed 
the gas company increases in its rates 
over those which it had in effect as of 
July 31, 1947, but did not allow the 
full increase to the rates put into effect 
by the gas company on January l, 
1948. The city commission’s ordered 
rates are as follows: 


Rate Schedule for Domestic Service 


Applicable: To all individual residences or 
apartments using manufactured gas for any 
purpose: 

Cu. Ft. per Month Per 100 Cu. Ft 

First 400 or less, $1.60 

Next 2,100 15 

Next 12.5 cents 

Next 8.5 cents 

Next 5,000 8 cents 

All Over 15,000 7.5 cents 

Minimum Monthly Charge: $1.60 


Rate: 
cents 


Rate Schedule for General Service 


Applicable: To all consumers using manufac- 
tured gas for any purpose: 


Cu. Ft. per Month Per 100 Cu. Ft. 


Rate: First 200 or less, $1.00 

Next 4,800 17 cents 
Next 5 15.5 cents 
Next 5,000 14. cents 
Next 10.5 cents 
Next 8.5 cents 
All Over 300, 000 7.5 cents 
Minimum Monthly Charge: $1.00 


During the hearing on this appeal 
the city commission introduced Ex- 
hibit No. 60, setting forth a rate sched- 
ule proposed by the city commission 
designed and constructed to produce 
revenues that reflect the lower operat- 
ing costs resulting from decreased 
price of fuel oil during 1949. The 
rates proposed on this exhibit are a 
modification of the previously ordered 
city rates and are as follows: 
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Rate Schedule for Domestic Service 


Applicable: To all individual residences 9 
apartments using gas for any purpose: 
Cu. Ft. per Month Per 100 Cu. Ft 


400 or less, $1.60 
100 14.5 cents 


First 
Next 
Next 
Next 
Next 
Next 7. 

Minimum Monthly Charge: $1.60 


Rate: 


Rate Schedule for General Service 


Applicable: To all consumers using gas. for 
any purpose: 
Cu. Ft. per Month Per 100 Cu. Ft. 
200 or less, $1.00 
16.5 cents 
12.5 cents 


First 
Next 
Next 
Next 
Next 
Next 
All Over 300,000 

Minimum Monthly Charge: $1 00 


Rate: 


The city commission made no pro- 
vision for flat rate service and recom- 
mended that six months’ time should 
be allowed for the elimination of the 
flat rates and that the interim charges 
for such service should be those pres- 
ently applicable. 

The Jacksonville Gas Company, 
through its vice president and general 
manager, testified at the hearings 
herein that the rates presently being 
charged under bond are adequate and 
necessary to give the company a rea- 
sonable return and should not be de- 
creased. 


IV. Corporate Structure and Operat- 
ing Results of Jacksonville Gas 
Company 


The Jacksonville Gas Company is 
a public utility company incorporated 
under the laws of the state of Florida 
and owns and operates a manufac- 
tured gas plant in the city of Jackson- 
ville, Florida, and a manufactured gas 
transmission and distribution system 
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in said city. Some service is rendered 
beyond the corporate limits of the city 
of Jacksonville and the company is 
iso engaged in the sale of liquefied 
petroleum products, however, neither 
of these operations are within the 
scope of this appeal. 

The company has an outstanding in- 
debtedness of $1,745,000 represented 
by 4 per cent bonds secured by first 
mortgage deed of trust June 1, 1942, 
and supplemental indenture dated June 
1, 1944. Its total capital stock authori- 
zation is 40,000 shares of $5 par value 
common stock, of which 36,466 shares 
are outstanding. The estimated book 
value of its outstanding stock is $55 
per share. The company has between 
650 and 675 stockholders, no one of 
whom holds more than 5,000 shares. 
In the years 1944, 1945, 1946, and 
1947 the company paid dividends of 
$1.25 per share. In 1948 dividends 
were $1.40 per share and the quarter- 
ly dividend during 1949 is 35 cents 
per share. 

The company’s operating revenue 
from the sale of manufactured gas has 
increased from $945,369.43 for 1944 
to $1,483,954.61 for 1948. During 
the same period its operating and 
maintenance expenses increased from 
$503,792.12 to $895,584.12. During 
the same period its net earnings have 
increased from $192,216.65 to $266,- 
581.82. At December 31, 1944, the 
company’s gross earned surplus was 
$189,789.77 while at December 31, 
1948, it was $723,003.19. The com- 
pany’s total surplus increased from 
$1,123,589.66 in 1944 to $1,755,176.- 
31 in 1948. 


V. Basis of Appeal 


In its petition of appeal the gas 


company sets out that the city com- 
mission fixed the investment rate base 
for manufactured gas operations of 
the gas company at $2,395,471 as of 
the end of the year 1947, and fixed 
the rate to be earned on said calcu- 
lated rate base at 63 per cent per an- 
num. The gas company objected to 
the rate base and rate of return and 
furnished the city commission with a 
valuation of its property based on re- 
production cost new less depreciation. 
However, the city commission, on Oc- 
tober 14, 1948, fixed and determined 
the rate schedules to be charged by 
the gas company for manufactured 
gas, designed to produce all operating 
expenses and a return allowance at a 
rate of 64 per cent on the investment 
rate base of $2,395,471, said schedule 
of rates to become effective January 
1, 1949, 

The gas company contends that the 
rate base fixed and determined by the 
city commission in the amount of $2,- 
395,471 is not the fair and reasonable 
value of the property of the gas com- 
pany used and useful in the production 
and distribution of manufactured gas 
in the city of Jacksonville, but that the 
fair and reasonable value of said prop- 
erty is in excess of $5,000,000. The 
gas company also contends that the 
rate of earnings for their investment 
of 63 per cent on said rate base is un- 
reasonably low, noncompensatory and 
confiscatory, and would not give to 
the gas company a just, reasonable, 
compensatory and adequate return on 
the value of its property. 

It is the position of the gas com- 
pany that it is entitled to a fair, just, 
and reasonable rate sufficient to induce 
the flow of capital into its business, to 
maintain its property and service, to 
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attract equity capital, to provide for 
improvements and expansions and 
make a fair return to its investors, and 
that such a rate of return is not less 
than 8 per cent per annum on the fair 
and reasonable value of the property 
used and useful in the production and 
distribution of manufactured gas to 
consumers thereof in the city of Jack- 
sonville by a company of the size of 
Jacksonville Gas Company in competi- 
tion with a tax-free municipally owned 
electric plant operated by said city 
commission which is authorized to fix 
the rates of its competitor, the gas 
company. 


VI. The Rate Base 


[2] In discussing the rate base upon 
which the gas company is entitled to 
earn a return it should be borne in 
mind that neither this Commissioner 
nor the city commission of the city of 
Jacksonville in fixing just and reason- 
able rates to be charged by said utility 
is bound by any particular statutory 
method or formula to be used in arriv- 
ing at the valuation of the gas com- 
pany’s property. The statute involved 
(Chapter 8974, Laws of Florida, Acts 
of 1921) merely authorizes the city 
commission of the city of Jacksonville 
“to fix just, reasonable, compensatory, 
and adequate rates’ which may be 
charged for gas to consumers thereof 
in the city of Jacksonville. 


A. Estimated Reproduction Cost 
New Less Depreciation 


[3] During the hearing herein the 
gas company introduced considerable 
testimony concerning the value of its 
property based upon estimated repro- 
duction cost new and trended price 
valuations. 
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Witness Holmes, testifying for the 
gas company, found the estimated re- 
production cost new value of the com- 
pany’s manufactured gas property to 
be $7,885,741.52 which included the 
book costs for general structures, fur- 
niture, cars, trucks, and miscellaneous 
accounts. Using an Adjusted Service 
Life Method he then computed the de- 
preciation to be $1,812,611.67 which 
he deducted from his estimated repro- 
duction cost new value to arrive at his 
estimated present value of manufac- 
tured gas property of $6,073,12° 85. 

Witness Hartt, also testifying for 
the gas company, considered that a 
valuation of 80 per cent of cost at pres- 
ent prices less existing depreciation of 
the company’s manufactured gas prop- 
erty would provide a reasonable esti- 
mate of fair value for the next several 
years. In advocating this formula the 
witness anticipated an estimated re- 
duction of 20 per cent in price levels 
with utility prices stabilizing at a level 
about 54 per cent above the immedi- 
ate prewar years. In applying his for- 
mula the witness began with an esti- 
mated cost at present prices of $7,900,- 
000. From this estimate of reproduc- 
tion cost new the witness deducted the 
aforementioned price reduction of 20 
per cent arriving at a figure of $6,- 
320,000 from which he then deducted 
an estimated depreciation of 27 per 
cent leaving an estimated fair value of 
the physical property, without allow- 
ance for working capital or intangi- 
bles, of $4,600,000. The witness then 
added to his estimated fair value 
$200,000 for working capital and ar- 
rived at a total of $4,800,000 which, 
in his opinion, is the present fair value 
of the company’s manufactured gas 
property for rate-making purposes. 
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During the hearing herein the city 
commission moved to strike the testi- 
mony of the witnesses Holmes and 
Hartt as to reproduction cost new val- 
uations of the gas company’s prop- 
erties on the grounds that said testi- 
mony was irrelevant and immaterial 
and had no bearing upon the issues in- 
volved on this appeal. This motion 
was taken under consideration by the 
Commission and the testimony re- 
ceived subject to subsequent ruling on 
the motion. 

The fair value method, with its twin 
of reproduction cost new, of rate mak- 
ing was in vogue throughout this 
country from 1898 to 1944 as a result 
of the decision of the Supreme Court 
of the United States in the case of 
Smyth v. Ames (1898) 169 US 466, 
42 L ed 819, 18 S Ct 418, wherein the 
court came to the conclusion that the 
Constitution required the fixing of 
rates so as to yield a fair return on the 
fair value of the property used and 
useful in the public service. The court 
went further and mentioned the ele- 
ments which should be taken into con- 
sideration in arriving at fair value, 
viz., (1) original cost of construction, 
(2) the amount expended in perma- 
nent improvements, (3) the amount 
and market value of its bonds and 
stock, (4) the present as compared 
with the original cost of construction, 
(5) the probable earning capacity of 
the property under particular rates 
prescribed by statute, and (6) the sum 
required to meet operating expenses. 

The inability to reconcile original 
cost of construction and present cost 
soon resulted in one of the elements 
predominating and, by degrees, em- 
phasis became embedded in the present 
cost concept which involved the deter- 


mination of present fair value by re- 
production cost new estimates. This 
was a most unfortunate decision be- 
cause it gave judicial sanction to a 
system of rate making which more 
than anything else contributed to the 
breaking down of the regulatory proc- 
ess. For years regulatory bodies have 
struggled under this “juristic myth” 
and in its application have undoubted- 
ly done violence to various laws of 
economics. It is manifestly unfair to 
require the consumer to pay rates that 
would yield enough to pay the high 
operating expenses of the old plant 
and produce a return equal to that 
which would be a fair return upon the 
greater cost of an up-to-date plant. 
The tremendous consumption of time 
and money in the determination of. es- 
timated reproduction cost accom- 
plishes nothing. No two experts can 
reach an agreement upon the figures 
to be used, as evidenced by the testi- 
mony of the two expert witnesses in 
this case testifying for the same utility 
—one arrived at a value of $6,073,- 
129.85 while the other advocated a 
rate base of $4,800,000, a disparity of 
approximately 25 per cent. It is in- 
conceivable to this Commission that 
a regulatory body should be required 
to engage in the long, tortuous, and 
essentially meaningless process of first 
attempting to determine from conflict- 
ing evidence of expert witnesses rep- 
resenting the same interest the amount 
of the extremely speculative element 
of reproduction cost and then attempt 
to determine the equally speculative 
factor of how much weight should be 
given to the first speculation in arriv- 
ing at a conclusion with respect to fair 
value. Reproduction cost evidence is 
inherently fallacious and necessarily 
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permeated with inaccuracies. In the 
opinion of this Commission, evidence 
of reproduction cost is entitled to no 
consideration in a rate case. 
Regulatory bodies, however, are no 
longer bound by the decision in Smyth 
v. Ames, supra, because an enlightened 
court in the case of Federal Power 
Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 88 L ed 333, 51 
PURNS 193, 200, 202, 64 S Ct 281, 
effectively overruled Smyth v. Ames 
and sounded the death knell of the fair 
value doctrine. In that case Hope 
had introduced evidence of estimated 
reproduction cost of its properties at 
$97,000,000 and a trended original 
cost estimate at exceeding $105,000,- 
000. Hope estimated by the “per- 
centage condition method” accrued de- 
preciation at about 35 per cent of re- 
production cost new and contended for 
a rate base of $66,000,000. The Fed- 
eral Power Commission had refused 
to place any reliance on reproduction 
cost new or to give any probative 
value to trended original cost. The 
investment rate base established by 
the Commission was $33,712,526. In 
upholding the order of the Federal 
Power Commission, the court said: 


“Under the statutory standard of 
‘just and reasonable’ it is the result 
reached not the method employed 


which is controlling. It is not 
theory but the impact of the rate order 
which counts. If the total effect of 
the rate order cannot be said to be un- 
just and unreasonable, judicial inquiry 
under the act is at an end. , 
“Rates which enable the company 
to operate successfully, to maintain its 
financial integrity, to attract capital, 
and to compensate its investors for 
the risks assumed certainly cannot be 
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condemned as invalid, even though 
they might produce only a meager re- 
turn on the so-called ‘fair-value’ rate 
base.” 

Again the Supreme Court of the 
United States adhered to its decision 
in the Hope Natural Gas Company 
Case in Colorado Interstate Gas Co. 
v. Federal Power Commission (1945) 
324 US 581, 89 L ed 1206, 58 PUR 
NS 65, 65 S Ct 829, and in Panhandle 
Eastern Pipe Line Co. v. Federal 
Power Commission (1945) 324 US 
635, 89 L ed 1241, 58 PUR NS 100, 
110, 65 S Ct 821. In the latter case 
the Federal Power Commission re- 
fused to receive in the record any evi- 
dence bearing upon reproduction cost 
of the company’s property. On af- 
firmance by the circuit court of ap- 
peals, the company applied for a writ 
of certiorari from the Supreme Court. 
That request was granted in part, but 
the court refused to review the Com- 
mission’s action in holding reproduc- 
tion cost testimony was not admissi- 
ble. The court said: 

a the Commission is not 
bound to use any single formula for 
the fixing of rates. It is not precluded 
from using actual legitimate cost as 
it did here. The question on review 
is not the method of valuation which 
was used but the end result obtained 
since the issue is whether the rate 
fixed is ‘just and reasonable.’ ” 

[4] It is now, we think, abundantly 
clear that regulatory bodies are free 
within the scope of their statutory au- 
thority to fix just and reasonable pub- 
lic utility rates without regard to the 
fair value formula. We have pre- 
viously pointed out that the statute by 
which we are governed here merely 
requires that the rates fixed for the 
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sale of manufactured gas to consumers 
thereof in the city of Jacksonville shall 
be just, reasonable, compensatory, and 
adequate. 

It is the opinion of this Commission 
that the motion of the city commis- 
sion to strike from the record all evi- 
dence pertaining to reproduction cost 
should be and the same is hereby 
granted. 


B. Investment Rate Base 


[5] There has been no dispute be- 
tween the parties of interest as to the 
recorded investment of the property of 
the gas company, and the investment in 
the manufactured gas property used 
and useful by said company in furnish- 
ing manufactured gas to consumers 
thereof in the city of Jacksonville is 


found to be $3,898,609.97 as follows: 
Transcript of proceedings, Item 
Balance Sheet at 12/31/47 shows 


investment to 


and work in progress, Item 3-a .. 3,822.13 


leaving a total of property used 


and useful in the amount of .. $3,888,251.49 


Exhibit 9 shows the investment 
at 12/31/48 to be 
Work in progress 


$3,919,219.81 
36 


Leaving a net of 


This amount of $3,908,968.45 is 
$26,356.84 less than the manufactured 
gas property reflected on Exhibit 53 
filed by the city commission in this 
proceeding. The difference consists 
of the following investments charged 
to the liquefied gas petroleum plant 
and set forth on Exhibit 9 as follows: 
Land $6,000.00 
D 


Meters 


Trucks 6,659.71 


Therefore, at the beginning of the 


year 1948 the investment was $3,888,- 
251.49, and at the close of the year 
1948 it was $3,908,968.45 or an aver- 
age investment for the year of $3,- 
898,609.97. 

This Commission is of the opinion 
that a rate base predicated upon net 
average investment ascertained from 
original cost of the property used and 
useful in furnishing service, plus work- 
ing capital, if under the circumstances 
of the particular case such an allow- 
ance should be made, less accrued de- 
preciation, is fair to the utility, its in- 
vestors, and consumers or subscribers, 
and gives recognition to every dollar 
invested in the business affected with 
a public interest. Such a rate base 
protects the subscribers or consumers 
against unreasonably high rates that 
might be fixed during a period of ab- 
normally high prices, and at the same 
time protects the investors against an 
unreasonably low rate that might be 
fixed during abnormally low prices, ei- 
ther of which might result if the rate 
base is developed through the use of 
the reproduction cost new formula. 


During the recent war period ex- 
pansion and improvement of public 
utilities properties was seriously cur- 
tailed if not stopped altogether. In 
the postwar period, with the avail- 
ability of essential materials, public 
utilities have entered upon gigantic 
construction, expansion, and improve- 
ment programs. During this period 
construction costs and prices of ma- 
terials and supplies have been abnor- 
mally high. Should a depression such 
as that which existed in the early 30’s 
develop in the near future, and many 
economists are of the opinion that it 
may, rates fixed during such a depres- 
sion following our present period of 
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peak prices would destroy the invest- 
ment of many public utilities if predi- 
cated upon the reproduction cost new 
formula at prices then prevailing. Un- 
der the method adopted by this Com- 
mission consideration is given to every 
dollar invested by the utility whether 
made in depression, inflationary, or 
normal periods, and results, in the 
opinion of this Commission, in a more 
equitable result for both the public and 
the investors. Under the concept of 
reproduction cost the rate base is en- 
tirely unpredictable. The utility and 
the regulatory body are, until the final 
decision, entirely in the dark, and so 
is the investor. Under the investment 
method of rate making the rate base 
is readily ascertainable and apparent 
and the investor can know upon what 
he is entitled to earn a return and is 
protected against drastic fluctuations 
in the price level, the public is pro- 
tected against unreasonable charges, 
and the regulatory agency can intel- 
ligently and expeditiously perform the 
functions for which it was created— 
the regulation of public utilities in the 
public interest. 


C. Working Capital 


[6] Working capital is an element 
of value to be considered in arriving 


at a proper rate base. The various 
current accounts carried as working 
capital generally are intended to fulfil 
four principal functions, namely, to 
meet current bills, to provide a stock 
of materials and supplies, to have suf- 
ficient cash reserves to meet emergen- 
cies, and to preserve the company’s fi- 
nancial standing and credit. It is the 
amount of cash necessary for the safe 
and convenient transaction of a busi- 
ness, having regard to the company’s 
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ordinary outstandings, both payable 
and receivable, the ordinary condition 
of the stock of supplies on hand, the 
natural risk of the business and the 
condition of the company’s credit. The 
allowance generally should be sufficient 
to furnish a public utility with funds 
to meet current operating bills when 
due, and provide for a stock of neces- 
sary materials and supplies to be used 
in the upkeep of the business. 

In this proceeding the respective 
parties agree that there is a lag of 
forty-five days between billing and col- 
lection of revenues from consumers. 
Therefore, the gas company would be 
entitled to sufficient working capital 
to bridge this lag. One-eighth of the 
annual operating expenses would pro- 
vide sufficient working capital to off- 
set the delay in effecting collections. 
The working capital thus arrived at 
would amount to $102,827.48; how- 
ever, the average customers’ deposits 
for the year are $114,653.63 which 
amount is in excess of the working 
capital required by the company. 
These deposits are available to the 
company and obviate the necessity of 
including an allowance for working 
capital in the rate base. Therefore, no 
allowance has been made or should be 
made in the rate base for working 
capital. 


D. Depreciation 


[7,8] The city commission con- 
tends that the depreciation reserve 
should be adjusted by charging to cap- 
ital surplus the underaccrual of depre- 
ciation, which is claimed to be $389,- 
334.70, or the difference between what 
the city commission claims the balance 
at the end of the year 1948 should be 
($1,274,759) and the amount record- 
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ed on the books of the company for 
the gas manufacturing plant ($885,- 
424.30). In arriving at what it con- 
tends the depreciation balance should 
be at the close of December, 1948, the 
city commission has taken the average 
depreciable property of the plant for 
1948, the average life in years, and 
from the average life in years com- 
puted the rate percentage and then ap- 
plied this rate percentage to the aver- 
age plant for 1948 and arrived at a 
weighted average depreciation rate per 
year of 1.87 per cent. This average 
rate of 1.87 per cent for an average 
age up to December 31, 1940, of 15.- 
382 years, produces a total accrual for 
the life of the property up to Decem- 
ber 31, 1940, of 28.75 per cent, or 
$930,553. For each year subsequent 
to December 31, 1940, the city com- 
mission has calculated depreciation at 
the rate of 1.87 per cent and has de- 
ducted therefrom the yearly retire- 
ments. The method employed by the 
city in determining what it contends 
the depreciation reserve should be is 
arbitrary, unjust, unreasonable, and 
unreliable, in that it assumes that 
there has been no change in the re- 
spective percentages under each of the 
primary accounts to the total invest- 
ment account during the entire period, 
or for more than twenty-three years. 
It is obvious that any change in the 
respective percentages and their rela- 
tion to the total investment account 
would naturally affect the calculated 
depreciation rate employed by the city 
commission. On the other hand, the 
balance reflected in the gas company’s 
accounts for accrued depreciation 
($888,424.30) is likewise incorrect in 
that it was primarily based upon op- 
erating revenues: The gas company 


[6] 


presented its Exhibit 71 in which is 
set forth what the depreciation reserve 
would be had the depreciation reserve 
been computed in a proper manner 
each year dependent upon the invest- 
ment in each of the depreciable prop- 
erty accounts. This Exhibit 71 shows 
the depreciation reserve so derived 
would have been $908,135.13 at Jan- 
uary 1, 1948, and $941,277.62 at De- 
cember 31, 1948, or an average for 
the year of 1948 of $924,706.37. 

The depreciation reserve require- 
ment reflected on said Exhibit 71 is 
predicated on the reserve which was 
accepted by the Securities and Ex- 
change Commission as being the prop- 
er amount to record in the company’s 
opening entry plus the accruals which 
should have been made had the com- 
pany accrued its depreciation reserve 
on a straight-line basis since January 
1, 1943, when the company was re- 
organized, and it is, in the opinion of 
this Commission, a proper and reliable 
amount to be deducted from the aver- 
age investment in arriving at the rate 
base. 

For the purposes of this proceeding 
the Commission concludes and finds 
that the average investment, less de- 
preciation as aforesaid, constitutes a 
fair and reasonable basis for testing 
the adequacy of the company’s earn- 
ings and the necessity for any rate ad- 
justment. This results in a rate base 
of $2,973,903.60 which, in the opinion 
of this Commission, is the fair and 
reasonable value of the gas company’s 
manufactured gas properties used and 
useful in furnishing manufactured gas 
to consumers thereof in the city of 
Jacksonville and upon which the com- 
pany is entitled to earn a return. 
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VII. Rate of Return 


[9,10] The determination of a fair 
and reasonable rate of return is per- 
haps the most important and complex 
problem in this proceeding. Essential 
factors entering into such a determina- 
tion are the general economic condi- 
tions, the necessity and ability of the 
utility to attract capital, the current 
cost of money, the financial history of 
the utility, the risk involved, compari- 
sons with other enterprises of a similar 
nature, and efficiency of management. 
When investing in a business dedi- 
cated to public service, however, one 
must recognize that, as compared 
with investment in private business, 
he cannot expect either high or 
speculative dividends, but that his 
obligation limits him to only a fair 
and reasonable profit. An unvarying 
rate of return cannot be adopted 
for all utilities under the jurisdiction 
of the Commission, but the amount 
of the return should vary according 
to the particular circumstances as 
developed in the case under review 
and may change from year to year 
as the conditions change. A rate of 
return is generally considered ade- 
quate when it will attract capital 
to an enterprise, or, in other words, 
the revenue received will pay operat- 
ing expenses, depreciation, taxes, in- 
terest on borrowed capital, reasonable 
dividends and leave an adequate bal- 
ance for surplus. 


The evidence of record in this pro- 
ceeding shows that the Jacksonville 
Gas Company does not have a monop- 
oly, but on the other hand that it is in 
direct competition, in so far as the 
small consumers of gas are concerned, 
with not only the city-owned and -op- 
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erated electric light plant, but also with 
butane gas dealers and with kerosene 
and oil for heating purposes. Then, 
too, the gas company is faced with the 
ever-increasing possibility that natural 
gas will be piped into the locality 
which it serves. Taking these matters 
into consideration it is apparent that 
the gas company’s business is attend- 
ed by considerably more financial risk 
than many other forms of utilities 
serving the public. 

The city commission in its Exhibit 
57 makes computations upon the basis 
of both a 6 per cent and a 64 per cent 
return. In his opening statement the 
attorney for the city commission stated 
that the city commission felt that a 6} 
per cent return on the rate base ad- 
vocated by the city commission was a 
liberal allowance and would add no 
damage to the rate structure of the 
company. The city commission, there- 
fore, fixed a rate of return of 64 per 
cent in its resolution of October 14, 
1948. 


The gas company testified that it has 
no requirement at the present time for 
new or additional capital and that it 
does not anticipate any additional is- 
sues of stock or indentures of indebted- 
ness. 


The company has not asked for a 
specific return but has requested that 
the Commission determine and fix a 
rate to be charged for gas that will 
give a reasonable return. 


Giving full consideration to the 
many factors involved, it is our opin- 
ion that rates which will yield a rate 
of return of 7 per cent on the rate 
base hereinbefore approved will be 
sufficient, under present conditions and 
for a reasonable time in the future, to 
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maintain the gas company’s credit and, 
it the same time, be fair and reason- 
able. 


VIII. Estimated Gas Sales 


In order to ascertain what revenues 
will be needed by the gas company for 
the years ended December 31, 1949 
and 1950, it is necessary first to deter- 
mine or estimate what the average 
sales for the calendar years 1949 and 
1950 will be. The city commission ad- 
vocates that the rates be predicated 
upon the 1948 gas and sales of 961,- 
655,000 cubic feet despite the fact that 
the gas sales for the first three months 
of 1949 are 101,792,000 cubic feet 
less than the gas sales for the same 
period of 1948 and are 46,406,000 
cubic feet less than the gas sales for 
1946 and are approximately 76,000,- 
000 cubic feet less than the gas sales 
for the first three months of 1945. 
This sharp reduction in the gas sales 
for the first three months of 1949 must 
be given consideration in estimating 
the amount of gas sales for 1949 and 
1950. Witness Duguid sets forth, on 
his Exhibit 67 by months and sepa- 
rated between domestic, commercial, 
and flat rate users, the actual gas sales 
from January 1, 1946, to and including 
March, 1949, and shows by months 
the estimated gas sales from April to 
December, inclusive, 1949, his estimate 
for the year being 822,361,000 cubic 
feet. This estimate appears to be too 
low because the Commission since the 
hearing has secured from the secre- 
tary-manager of the gas company the 
gas sales for April, May, June, July, 
and August, 1949, and the actual sales 
for these months are 13.99 per cent in 
excess of the witness Duguid’s esti- 
mates for the same months. If, there- 


fore, we increase by 13.99 per cent the 
witness Duguid’s estimates for the last 
nine months of 1949 (556,909,000) 
we will get for that period 634,821,000 
cubic feet, which, added to the 265,- 
452,000 cubic feet for the first three 
months, will produce a grand total for 
the year of 900,273,000 cubic feet. 

The Commission is of the opinion 
from the evidence of record herein, and 
from the information secured from the 
secretary-manager of the gas company 
since the hearing, that the 1949 and 
1950 gas sales will average 913,572,- 
000 cubic feet, or 5 per cent less than 
the 1948 gas sales. Spread over a 2- 
year period this would produce 1,- 
827,144,000 cubic feet of gas for the 
two years, and deducting the gas sales 
for 1949 as computed above (900,- 
273,000), will leave for the gas sales 
for 1950—926,871,000 cubic feet, 
which is about 26,600,000 cubic feet 
more than estimated for 1949 and 
about 35,000,000 less than the actual 
sales for 1948. In addition, testimony 
of record in this proceeding shows that 
64.23179 per cent of the gas was sold 
in the last nine months of the last three 
calendar years. If we expand the ac- 
tual gas sales for the last nine months 
of 1948 (594,411,000 cubic feet) by 
this percentage it will produce 925,- 
416,000 cubic feet as the yearly gas 
sales. 

For the above reasons the Commis- 
sion is of the opinion that the gas sales 
for 1949 and 1950 will be approxi- 
mately 5 per cent less than the 1948 
actual sales and will result in the ap- 
proximate send-outs indicated above. 
These estimates, therefore, have been 
used by the Commission in figuring 
the revenue needs of the company. 
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IX. Estimated Cost of Furnishing 
Gas for the Calendar Year 1948 
Based upon Adjusted Fuel Costs, 
Increased Wages, and a 5 per 
cent Decrease in the Volume of 
Manufactured Gas Sold 


[11] Exhibit 57, herein, shows by 
general accounts the operation and 
maintenance costs of gas _ service. 
These general accounts, with the ex- 
ception of administrative and general 
expenses, are in accord with the total 
expenses reflected on the gas compa- 
ny’s Exhibit 8. The administrative 
and general expenses reflected on the 
city commission’s Exhibit 57 are $13,- 
570.85 less than the administrative and 
general expenses included in Exhibit 
8. This $13,570.85 represents the ex- 
penses incurred by the gas company in 
this rate case and has been deleted by 
the city commission on the grounds 
that it is not a recurring expense. 
There is no question but what the rate 
case expenses are a proper charge to 
operation in this particular case and 
should be included as an operating ex- 
pense in fixing rates in the proceeding. 
Especially is this so when considera- 
tion is given to the fact that rates for 
this utility under the statute can be 
fixed every two years, are at all times 
subject to review by this Commission 
on appeal, and then its decision re- 
viewed by the Supreme Court. The 
aforesaid sum was incurred during the 
year 1948 and the company has like- 
wise incurred considerable additional 
similar expense during the current 
year 1949 as a result of this appeal. 
We are, therefore, of the opinion that 
any and all adjustments to be made 
to the 1948 adjusted costs should be 
predicated upon the expenses set forth 
by the gas company in its Exhibit 8, 
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particularly in view of the fact that 
the only difference between the city 
commission’s findings as to operation 
and maintenance expenses and those 
set forth on the Company’s Exhibit 8 
is the $13,570.85 previously referred 
to. 

For convenience and ready reference 
there is attached hereto and made a 
part of this order Appendix 1 [omit- 
ted herein]. Column “A” of this ap- 
pendix reflects by primary accounts the 
costs of operation for 1948 as shown 
by Exhibit 8 and underlying records. 
Column “B” reflects the adjustment 
and Column “C” the revised costs for 
1948. The vice president and general 
manager of the gas company and the 
engineer and accountant for the city 
commission all agreed that the only 
increase or decrease in costs due to an 
increase or a decrease in the cubic 


feet production of gas would be in the 


net production expense, and _ the 
only net production expenses to be af- 
fected by such increase or decrease in 
cubic feet of gas production would 
necessarily be comprehended only in 
the net costs of water gas supplies. 
The net production expenses under 
Column “B” show a reduction of 
$116,464.30, the details in support of 
which are reflected on Appendix 2 
[omitted herein], attached hereto, and 
made a part of this order. This ad- 
justment of $116,464.30 is based, first, 
upon an increase of $14,309 in the cost 
of solid fuels had the present prices 
been in effect during 1948, and, second, 
a reduction of $125,291 in the cost of 
fuel oil due to a decrease in the average 
price per gallon. This reduction was 
calculated by the city commission’s em- 
ployees and admitted by the gas com- 
pany. The decrease in the cost of fuel 
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oil and the increase in the cost of solid 
fuels results in a net reduction in the 
cost of supplies of $110,982, and, with 
a reduction in gas sales (gas produc- 
tion) of 5 per cent would result in a 
further reduction of $18,503.96, mak- 
ing a total net reduction in the cost, 
exclusive of residual credit, of $129,- 
512.96. The residual credit in 1948 
($48,522.25) was 10.0752 per cent of 
the net cost exclusive of residual credit. 
Applying this 10.0752 per cent to the 
net cost exclusive of residual credit 
produces $13,048.66. This produces 
a reduction in the net cost of water gas 
supplies of $116,464.30. 

The wage order increase of $24,000 
represents the additional amount 
chargeable to the gas manufacturing 
department which the company would 
have had to pay in 1948 had the wage 
award granted in 1949 been in effect 
during the entire year 1948. This esti- 
mate is based upon the number of 
hours employed in the gas manufactur- 
ing department in 1948 increased at 
10 cents per hour as set forth in the 
record and which was unchallenged. 


The extra maintenance adjustment 
of $19,500 is 20 per cent of the mainte- 
nance reflected on Exhibit 5. The 
$97,500 extra maintenance work ap- 
pears to be reasonable to the Commis- 
sion and it is of the opinion that said 
expense should be distributed for rate 
case purposes over a 5-year period. 
The adjustments result in a decrease in 
the total operating and maintenance 
expenses of $72,964.30 and produce a 
revised cost of $822,619.82, the item- 
ized costs appearing on Appendix 1 
[omitted herein], Column “C.” 

The next item, Depreciation Ex- 
pense, is the same as that appearing on 


Exhibit 8 and also used by the city 
commission on Exhibit 57. The taxes 
other than Federal income taxes 
($145,765.51) are $961.51 greater 
than the amount used by the city com- 
mission on Exhibit 57. This differ- 
ence is due to the fact that the city 
commission in computing taxes other 
than Federal income taxes did not use 
the separation of taxes other than in- 
come between departments as reflected 
on Exhibit 8 which assigned $4,303.99 
to liquefied gas and $100 to merchan- 
dising, which the secretary-manager 
of the gas company testified to be cor- 
rect. Instead of using the apportion- 
ment of $4,403.99 to departments other 
than manufactured gas the city com- 
mission accepted the apportionment of 
taxes to the liquefied gas department of 
$5,364.59 and arrived at taxes other 
than income as follows: 


Total Taxes, including income 


..» $278,574.50 
Less: Liquefied Gas Taxes 5,364.59 


$273,209.91 
128,405.00 


$144,804.91 


Manufactured Gas 
Income Taxes 


Remainder 


This Commission is of the opinion 
that the $145,765.51 is the proper 
amount for taxes other than Federal 
income taxes for the manufactured gas 
department. 


X. Federal Income Taxes 


Appendix 3 [omitted herein], here- 
to attached and made a part of this 
order, sets forth the manner in which 
the Federal income tax was deter- 
mined. The 7 per cent return on in- 
vestment depreciated amounts to 
$208,173.25 as heretofore explained. 

The interest on mortgage bonds 
($69,800) has been apportioned to the 
different departments on the basis of 
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the investment in the respective depart- 
ments, which assigns 96.924 per cent 
to the manufactured gas department. 
The interest on consumers’ deposits 
has been assigned 100 per cent to the 
manufactured gas department. There 
was a depreciation adjustment of $12,- 
391 which has been assigned to de- 
partments on the basis that each de- 
partment’s depreciation expense bore 
to the total depreciation expense for 
all departments and assigns 91.358 per 
cent to the manufactured gas depart- 
ment. Deducting the interest on mort- 
gage bonds, interest on consumers’ de- 
posits, and depreciation adjustment 
from the 7 per cent return produces a 
net income of $128,802.07. This 
$128,802.07 net income to the com- 
pany is before Federal income taxes 
have been allowed. Since the net in- 
come before income taxes and after 
adjustments is the amount remaining 
to the credit of the gas company it 
becomes necessary to find out how 
much additional net income must be 
provided in order to pay Federal in- 
come taxes. In consequence of the fact 
that the Federal income tax rate is 38 
per cent the net income to which the 
gas company is entitled must be ex- 
panded in that it only represents 
62/109 of the net income necessary to 
provide income taxes. Expanding the 
$128,802.07 to provide for income 
taxes produces a net income of $207,- 
745.27. Deducting from this $207,- 
745.27 the net income to which the 
gas company is entitled ($128,802.07) 
produces a federal income tax of 
$78,943.20. Therefore, the provision 
made by this Commission for Federal 
income taxes is $78,943.20. 


The city commission, on its Exhibit 
57, sets forth the amount of Federal 
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income tax on the basis of a 64 per 
cent return and it has arrived at its 
income tax in the following manner: 

From the return ($183,662) has 
been deducted $69,800 interest on 
mortgage bonds, $12,391 depreciation 
adjustment, and $14,155 adjustment 
for prior years’ taxes, etc. the 
latter two of which appear on Exhibit 
56. This leaves a net income for the 
gas company of $87,316, which ex- 
panded to provide for Federal income 
tax was divided by .62 and produced 
a net income of $140,832 before in- 
come tax. Deducting from this $140,- 
832 the net income of $87,316 for the 
gas company leaves a Federal income 
tax of $53,516 as shown on the ex- 
hibit. 

Comparing the manner in which the 
city commission arrived at its taxable 
income with the manner in which this 
Commission arrived at the taxable in- 
come, attention is called to the fact that 
this Commission did not allow $14,- 
155 interest on income and excess prof- 
its tax, years 1943 to 1946, inclusive, 
as a deduction from taxable income be- 
cause that is a nonrecurring item and 
should not be considered in determin- 
ing rates in this proceeding. 

The city commission did not treat 
the interest on consumers’ deposits as 
a proper deduction from taxable in- 
come, whereas, this Commission has 
considered this amount as applying 
wholly to the manufactured gas depart- 
ment. 

The city commission treated the in- 
terest on mortgage bonds and the de- 
preciation adjustment as being ap- 
plicable 100 per cent to the manu- 
factured gas department, whereas, this 
Commission apportioned to depart- 
ments the interest on mortgage bonds 
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on the basis of investments and appor- 
tioned the depreciation adjustment to 
departments on the basis of deprecia- 
tions expenses. 


XI. Revenue Necessary to Produce 
Fair Rate of Return 


Adding the total operating and main- 
tenance expenses, depreciation expense, 
taxes other than Federal income, Fed- 
eral income tax, and a 7 per cent re- 
turn on depreciated investment pro- 
duces a total of $1,323,471.23, which 
in the opinion of this Commission, is 
the amount of revenue that would have 
been necessary for the gas company to 
have earned under present wage rates, 
present oil prices, and present solid 
fuel prices, and upon a cubic foot gas 
production of 5 per cent less than they 
did produce in 1948. 


XII. Bill Analysis and Rate Schedules 


The city commission’s Exhibit 58 
sets forth by classes of service the num- 
ber of bills, 1,000 cubic feet of sales, 
the revenue received under the effec- 
tive rates, and the revenue which 
would have been received under the 
city commission ordered rates. At the 
request of this Commission, two fur- 
ther break-downs have been furnished 
in support of Exhibit 58; one under 
the zoning and at the rates ordered in 
by the city commission, copy of which 
was furnished to the secretary-manager 
of the gas company under date of June 
28, 1949, which information is at- 
tached hereto as Appendix 4 [omitted 
herein] consisting of three pages and 
made a part of this order, and a second 
separation attached hereto as Appendix 
5 [omitted herein], consisting of three 
pages, and also made a part of this 
order, showing a break-down accord- 


ing to the zones and showing the 
rates at which the gas should have been 
charged. In addition thereto, the 
secretary-manager of the gas company 
furnished under date of September 9, 
1949, the block consumption based 
upon 1,000 cubic feet of sales in 1948 
separated between domestic, commer- 
cial, prepay, and flat rates with the 
rates applicable to each block. 

We have analyzed the block analyses 
of gas consumption and attach hereto 
and make a part of this order Appendix 
6 [omitted herein] which shows the 
result of such analysis and the rev- 
enues resulting from the application of 
the existing rates compared to the rev- 
enues received by the gas company as 
reflected on its Exhibit 52 F1-G. We 
are of the opinion that the bill analysis 
computed by the city commission is 
more accurate than the bill analysis 
prepared by the gas company because, 
as reflected on Appendix 6 [omitted 
herein] the application of the rates 
produces a revenue approximately 
$500 greater than the revenue received 
by the gas company as set forth in its 
Exhibit 52; whereas, the block con- 
sumption at the applicable rates fur- 
nished by the gas company is a little 
over $20,000 less than the actual 
money received. 


Based upon the bill analysis pre- 
pared by the city commission we first 
reduced the 100 cubic feet of gas in 
each zone or block, with the exception 
of the blocks using less than 200 cubic 
feet, by 5 per cent. We then reduce 
all of the rates up to and including 
Zone 201-500, with the exception of 
Zone 151-200, by one cent. Zone 
151-200 was not changed because we 
felt that the spread of 24 cents between 
that and the preceding zone was too 
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great. The last two zones were each 
reduced 1 cents. 

According to Exhibit 58 the re- 
frigeration and water service con- 
sumed 56,892,000 cubic feet of gas at 
a cost of $71,057. Reducing this 
amount by 5 per cent produces a rev- 
enue of $67,504.15. From the totals 
of these amounts ($1,340,272.61) 
should be deducted the allowances 
($9,613.97) as reflected on Exhibit 52 
F1-G. The rates as prescribed by 
this Commission will, therefore, pro- 
duce a revenue of $1,330,658.64, which 
is slightly more than the $1,323,471.- 
23 set forth on Appendix 1 [omitted 
herein] and which we have found to 
be the amount of revenue that would 
have been necessary for the gas com- 
pany to have earned under present 
wage rates, present oil prices, and pres- 
ent solid fuel prices, and upon a cubic 
foot gas production of 5 per cent less 
than they did produce in 1948. 

In identically the same manner we 
took the bill analysis as prepared by 
the gas company, reduced the 100 cubic 
feet by 5 per cent and applied thereto 
the same rates for each block as were 
applied in the analysis of the city com- 
mission blocking. This produced a 
gross revenue of $1,322,133.11, from 
which should be deducted the allow- 
ances of $9,613.97, leaving a total of 
$1,312,519.14, which is approximately 
$11,000 less than found to be neces- 
sary on Appendix 1. However, the 
average of the gross revenue under the 
city commission blocking and under 
the gas company’s blocking would be 
$1,321,588.89, or approximately $2,- 
000 less than found necessary on Ap- 
pendix 1. 

The following table compares the 
revenues which the gas company would 
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have received in 1948 assuming that 
its gas production was 5 per cent less 
than it actually was and after making 
adjustments for increased costs of 
solid fuels and decreased costs of oil, 
plus wage increases and plus extra 
maintenance work, as set forth on Ap- 
pendix 1, with the actual revenue re- 
ceived by the gas company in 1948, the 
revenue which it would have received 
under the city commission’s ordered 
rates and the revenue it would have 
received under the rates proposed by 
the city commission during the course 
of this appeal: 

1. Florida Railroad and Public 

Utilities Commission : 
(a) Revenue necessary 


$1,323,471.23 
(b) Rates would have pro- 
duced 1,330,658.64 


2. Actual revenue received by gas 
company : .. $1,483,954.61 
3. City Commission : 
(a) Under city ordered rates $1,343,016.00 
(b) Under city proposed rates 1,229,608.00 


Weare attaching hereto and making 
a part of this order Appendix 7 [omit- 
ted herein] which shows separately 
for each zone and separated between 
domestic service and commercial serv- 
ice the presently effective rates of the 
gas company, the rates ordered in by 
the city commission and the rates pro- 
posed by the city commission during 
the course of this appeal, and the rates 
prescribed herein by this Commission. 
In connection with this appendix at- 
tention is directed to the fact that the 
one dollar and $1.60 shown for each 
zone apply to the number of bills issued 
for that zone and that the cents apply 
to the actual amount of gas billed in 
each of the zones, less the number of 
bills times 200 cubic feet, which is the 
cubic footage of gas furnished under 
the minimum charges. 





JACKSONVILLE GAS CO. v. JACKSONVILLE 


XIII. Findings 


Based upon the record before us 
we hereby make the following specific 
findings : 

1. The rates and charges fixed by 
the city commission in its resolution 
dated October 14, 1948, for the sale 
of manufactured gas by Jacksonville 
Gas Company to consumers thereof in 
the city of Jacksonville, were, by the 
terms of said resolution, to become ef- 
fective on January 1, 1949, and would 
have become effective on said date but 
for the temporary injunction granted 
by the Federal court. The legality of 


said rates and charges have been at- 
tacked by this appeal. Therefore, this 
Commission is called upon not only to 
fix said rates and charges for the fu- 
ture but also to fix the lawful rates 
and charges which should have become 
effective on January 1, 1949. 


2. Both the city commission of the 
city of Jacksonville and the Jackson- 
ville Gas Company have always con- 
sidered that the rates and charges fixed 
and determined pursuant to Chap 
8974, Laws of Florida, Acts of 1921, 
are the maximum rates and charges 
which may be demanded by the gas 
company, it being understood that the 
gas company has the right to reduce its 
rates and charges voluntarily from 
time to time as it deems necessary and 
advisable. Therefore the rates and 
charges fixed herein by this Commis- 
sion will be maximum rates and the 
gas company will be entitled to reduce 
said rates from time to time in its 
discretion. 

3. The rates and charges fixed by 
the city commission of the city of 
Jacksonville in its resolution dated 
October 14, 1948, for the sale of 
manufactured gas to consumers thereof 


in the city of Jacksonville by the Jack- 
sonville Gas Company are unreason- 
able and should be set aside. 

4. The rates and. charges proposed 
by the said city commission during this 
appeal are unreasonable and should not 
be approved. 

5. The reasonable value of the Jack- 
sonville Gas Company’s property used 
and useful in furnishing manufactured 
gas to consumers thereof in the city of 
Jacksonville and upon which the 
gas company was and is entitled to 
earn a fair and reasonable return from 
January 1, 1949, until the rates and 
charges for said company are again 
fixed in accordance with law, is $2,- 
973,903.60. 

6. Seven per cent annum is a fair 
and reasonable rate of return to be al- 
lowed the gas company upon the rea- 
sonable value of its property used and 
useful in furnishing manufactured gas 
to consumers thereof in the city of 
Jacksonville, as aforesaid. 


7. $1,323,471.23 is the amount of 
gross revenue necessary for the gas 
company to receive during the year 
1949, and annually thereafter, in order 
to earn its operating and maintenance 
expenses, depreciation expense, taxes 
other than Federal income, Federal in- 
come tax, and a 7 per cent return on 
the reasonable value of its property 
aforesaid, giving full consideration to 
present wage rates, present oil prices, 
and present solid fuel prices, and upon 
a cubic foot gas production of 5 per 
cent less than the actual production for 
the year 1948. 

8. The rates and charges set forth 
on Appendix 8 [omitted herein], here- 
to attached and made a part of this 
order, are the just, reasonable, com- 
pensatory, and adequate rates and 
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charges for the sale of manufactured 
gas to consumers thereof in the city 
of Jacksonville which the Jacksonville 
Gas Company should have maintained 
since January 1, 1949, in order to earn 
its operating and maintenance ex- 
penses, depreciation expense, taxes 
other than Federal income, Federal in- 
come tax, and a 7 per cent return on the 
reasonable value of its property used 
and useful in furnishing manufactured 
gas to said consumers, giving full con- 
sideration to the present wage rates, 
present oil prices, and present solid 
fuel prices, and upon a cubic foot gas 
production of 5 per cent less than the 
actual production for the year 1948, 
and said rates and charges appearing 
on said Appendix 8 will be just, rea- 
sonable, compensatory, and adequate 
until said rates and charges are again 
fixed in accordance with law. 

9. The order of the city commission, 
in its resolution dated October 14, 
1948, relating to the discontinuance 
of the present flat rate charges for un- 
metered manufactured gas to present 
consumers should be modified to the 
extent that such flat rate charges may 


remain in effect until April 1, 1950, 
which time is allowed for changing 
such unmetered service to metered 
service. 


10. The order of said city commis- 
sion, in its resolution dated October 
14, 1948, relating to the BTU content 
per cubic foot of manufactured gas 
delivered to consumers thereof in the 
city of Jacksonville, requiring that it 
shall average not less than 500 stu per 
cubic foot, and in no case shall it be de- 
livered at a heating value of less than 
475 stu per cubic foot, should be ap- 
proved. 


11. Jurisdiction over the subject 
matter of this proceeding, and over the 
respective parties hereto, should be re- 
tained by this Commission for a period 
of thirty days from the date of this 
order for the purpose of taxing the 
costs of this appeal upon the proper 


and timely application therefor by the 
party or parties entitled thereto, and 
for the further purpose of making any 
adjustments or corrections in this 
order which may appear to be neces- 
sary or advisable. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Residents of Town of Milford 


Milford Water Company 


D.P.U. 8740 
November 16, 1949 


PPLICATION for order compelling water company to ex- 
tend service to new customer; granted subject to pre- 
scribed formula. 


Service, § 184 — Extensions — Inadequate revenue. 


1. The Commission does not have power to order water main extensions 
where compliance with such order will result in permanent financial loss to 
the water company, p. 92. 
Service, § 191 — Water extensions — Burden of cost. 
2. A formula requiring a water company to install, free of cost, for any new 
customer the same plant investment as it has done in the past for other 
customers, but not burdening existing customers with the carrying charges 
on such new construction, is fair and equitable for general use, p. 92. 
Service, § 177 — Water extensions — Protection of present customers. 


3. The Commission, in passing upon a petition for extension of water 
service, must protect the existing customers as well as compel the water 
company to make reasonable service extensions, p. 93. 


> 


APPEARANCES: P. Eugene Casey, 
for petitioners ; Thaddeus R. Beal, for 


for that matter, to the nearest house 
on Cedar street is 3,168 feet. From 


Milford Water Company. 


By the DEPARTMENT: This is a 
petition under § 92 of Chap 164 of the 
General Laws as incorporated by § 2 
of Chap 165 into the statutes covering 
water companies, signed by the owners 
or occupants of nine houses located on 
Cedar street in Milford for an order 
requiring Milford Water Company to 
extend its facilities to these premises. 
The present mains of the respondent 
run to the end of Cedar street at the 
corner of Dilla street. From this point 
to the nearest premises involved and, 


that point to the last premises here 
involved, which is the last in respond- 
ent’s territory in this direction, is ap- 
parently almost exactly the same dis- 
tance, making a total length of line 
required for this installation of 6,336 
feet, or about 1.2 miles. There is no 
new building in progress in this ter- 
ritory, nor is any immediately contem- 
plated. The terrain through which 
the proposed line would run is rocky 
and a substantial amount of the trench- 
ing would have to be done through 
ledge. 
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[1] General Laws, § 92, so far as 
here pertinent, reads as follows: 

“On written petition of any person, 
having a residence or place of busi- 
ness in a town where a corporation 
is engaged in the manufacture, trans- 
mission, or sale of gas or electricity, 
aggrieved by its refusal or neglect to 
supply him with gas or electricity, the 
Department may, after notice to the 
corporation to appear at a time and 
place therein named to show cause why 
the prayer of such petition should not 
be granted, issue an order directing 
and requiring it to supply the petition- 
er with gas or electricity, upon such 
terms and conditions as are legal and 
reasonable ; provided, however, that if 
such corporation is engaged in such 
town solely in the transmission of 
electricity or gas such order shall not 
be made where it appears that com- 
pliance therewith would result in per- 
manent financial loss to the corpora- 
tion.” 

We construe the incorporation of 
this provision into Chap 165 by § 2 
thereof, together with the pertinent 
provisions of the Federal and state 
Constitutions to limit our power to 
order extensions to water mains to 
cases where compliance with such 
order by a water company will not 
result in permanent financial loss to 
such company. See Re Auburn 
Water Co. (1948) D.P.U. 8328, 79 
PUR NS 283. On the other hand, 
and following the same precedent, we 
feel we should be very reluctant flatly 
to refuse to issue such order, though 
it still must be on terms which will 
meet those statutory and constitution- 
al limitations. 

Milford Water Company was char- 
tered by Chap. 77 of the Acts of 1881 
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to supply water to the inhabitants of 
the town of Milford. Its annual re- 
turns as of December 31, 1948, indi- 
cates that it serves 2,748 customers in 
that town. It had an investment in 
utility plant of $789,925.96, subject 
to accrued depreciation of $274,- 
884.57. It was capitalized at $300,- 
000, in addition to which it had notes 
payable of $105,000 and an accrued 
earned surplus of $114,796.14. It 
will be noted that these capital lia- 
bilities almost exactly equal its net 
plant account, with a very slight mar- 
gin for working capital. Its total op- 
erating revenues for 1948 were $158,- 
229.14. This figure includes, how- 
ever, some substantial revenue from 
the respondent’s Hopedale properties, 
which were sold during the year and 
the value of which does not appear, 
of course, in the year-end balance 
sheet. 

It appears from the evidence, and 
we have no legal grounds to find oth- 
erwise, that it would cost respondent 
an estimated $48,301 to lay the pro- 
posed mains. The nine customers in- 
volved would pay an aggregate 
minimum annual rental of $225, which 
might be implemented by an addition- 
al $200 yearly if the town of Milford 
were to authorize four hydrants along 
the extension. Assuming no allocable 
interest, maintenance or other perfect- 
ly reasonable costs, this would mean a 
return of less than one per cent on the 
additional investment. Even the most 
favorable cost allocation would result 
in no return to respondent, or even 
a substantial loss on the project. We 
believe we are forbidden by statute 
from ordering this extension on these 
terms. 

[2] Inthe Auburn Water Co. Case, 
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supra, we established a formula for 
assessment of contributions against 
customers requesting main extensions. 
This formula established a ratio be- 
tween the company’s existing plant 
investment and its total revenues, and 
applied this same ratio to the pro- 
posed extension. This portion of the 
extension the company was required 
to furnish free of charge. All in- 
vestment over such figure the cus- 
tomers to be served must meet in the 
first instance, subject to refund as ad- 
ditional revenues are added through 
acquisition of additional customers on 
the line. The application of such 
a formula requires the company to 
install for any new customer the same 
plant investment as it has done in 
the past for its other customers, but 
does not burden the existing custom- 
ers with the carrying charges on such 
new construction. It seems to us to 
be fair and equitable for general use, 
as in the instant case. 

[3] Applying this formula to the 
instant facts, and giving credit for the 
hydrant rental assumed, and using the 
revenue figure inflated by the Hope- 
dale revenues, each of the proposed 
customers would be required to ad- 
vance to the company for excess con- 
struction costs, approximately $5,133 
plus the cost of his individual service 
line from the main to his house. 
This very large cost is, to our minds, 
merely indicative of the uneconomic 
nature of this proposal. We are, how- 
ever, required to protect the existing 
customers as well as to compel the 
respondent to make reasonable exten- 
sions of its service. 

Accordingly, after due notice, pub- 
lic hearing, and consideration, it is 
hereby 


Ordered: That Milford Water 
Company install mains to serve the 
petitioners, subject to its customary 
requirements for service connections, 
on the following terms: 

Subject to all of the other appli- 
cable provisions of the rules and regu- 
lations of the company, it shall in- 
stall such mains in accordance with 
the following formula: 

The yearly minimum revenue from 
all applicants to be served from the 
contemplated extension and whose 
written contract is on file with the com- 
pany, including rental actually con- 
tracted for by the town of Milford, 
shall first be computed. The ratio shall 
then be computed between Operating 
Revenues, Account No. 500 and 
Total Cost of All Property, page 202, 
line 29, as shown in the last annual 


return of the company to the Depart- 


ment of Public Utilities. The compa- 
ny shall furnish free of charge plant 
costing an amount computed by the 
following formula : 


Total cost of all property X yearly mini- 
mum rental. Operating Revenues (Account 


500) 

Amounts in excess of the invest- 
ment so computed shall be divided 
equally among the applicants involved 
and deposited with the company. In 
the event subsequent customers shall 
apply for service from the facilities so 
constructed a pro rata charge shall 
be made to such applicants and a 
pro rata refund given to those previ- 
ously depositing such funds until 
the average investment per dollar reve- 
nue as originally computed shall be 
reached and all deposited funds re- 


paid. 
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MICHIGAN CIRCUIT COURT, COUNTY OF OAKLAND, IN CHANCERY 


Michigan Bell Telephone Company 


v 


Wharram et al. 


November 16, 1949 


CTION by telephone company for injunction against distri- 
bution by advertising company of false covers for di- 
rectories; granted. 


Monopoly and competition, § 21 — Unlawful competition — Telephone directories 
— Distribution of false covers. 
1. The action of a private company in manufacturing and distributing false 
covers for telephone directories which, under the filed regulations of the 
company, remain the property of the utility and may not be covered by a 
false exterior, is an unlawful interference with the utility’s business and 
unfair competition, p. 94. 


Injunction, § 35.1 — Unfair competition — Distribution of covers for telephone 
directories. 
2. The action of a private company in manufacturing and distributing false 
covers for telephone directories as an advertising medium, amounting to an 
unlawful interference with the utility’s business and unfair competition, 
entitles the telephone company to injunctive relief, p. 94. 


¥ 


HartTRIick, J.: 

[1,2] Plaintiff is engaged in pro- 
viding telephone service generally 
throughout the state of Michigan. 
Telephone directories are distributed 
to its subscribers as a part of its 
service. The directories, in addition 
to general information and the names 
of its subscribers, carry paid advertis- 
ing. 

The directories are furnished with- 
out charge and are from time to time 
replaced. It is possible for subscrib- 
ers and others to purchase additional 
directories at cost. 

The business of the plaintiff, being 
exclusive in its field, is subject to regu- 
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lation by the Public Service Commis- 
sion. 

The directories are distributed pur- 
suant to paragraph 8 of Section E, 
“Provision of Equipment,” of Tariff 
No. 7, of the General Regulations of 
the company, on file with this Com- 
mission. The provision reads as fol- 
lows: “Directories regularly fur- 
nished to customers are the property 
of the telephone company and are 
loaned to customers ; they are to be re- 
turned to the telephone company upon 
request. No binder, holder, or auxili- 
ary cover of an advertising nature, ex- 
cept such as may be provided by or 
with the consent of the telephone com- 
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pany shall be used in connection with 
any directory furnished by the tele- 
phone company.” 

The directory covers formerly car- 
ried advertising. At present the cov- 
ers Of the directories carry the com- 
pany’s trademark, the names of the 
listed communities, and general service 
information. Advertising is now con- 
fined to the interior pages. 

The defendants have engaged them- 
selves in manufacturing and distribut- 
ing false covers in several Michigan 
cities. These covers slip over the 
regular covers of the company’s direc- 
tories. The false covers display ad- 
vertising of local subscribers which 
is obtained by solicitation in competi- 
tion with the plaintiff. 

The company seeks restraint of de- 
fendants’ doings upon the premise that 
the act is an unlawful trespass upon 
its property, unlawful interference 
with its business, and the engagement 
in unfair and unlawful competition, 
with loss accruing therefrom. 


The directories in their inception are 
the property of the plaintiff. The only 
act or circumstance upon which a 
change of title may be inferred is the 
placing the directories in the hands of 


the subscribers. The intent of the 
company as to ownership thereafter 
is evidenced by the regulation on file 
with the Public Service Commission. 
The regulations are for the guidance 
and control of the subscribers as well 
as the company. 


The defendants can show no interest 
that they have acquired or can acquire 
by virtue of the subscribers’ possession 
which is worthy of protection as ad- 
verse to plaintiff’s claim of ownership. 
“Tf the custody and possession of prop- 
erty is shown to be equally consistent 


with an outstanding ownership in a 
third person, no presumption of own- 
ership arises solely from possession.” 
50 CJ 786. 

Ownership established, it must fol- 
low that the regularly distributed di- 
rectories are an essential and indis- 
pensable part of the services and 
business of the company. Informa- 
tion of value to the efficiency of the 
service will be useless if hidden by de- 
fendants’ false covers. An unlawful 
interference with plaintiff’s business 
would result from such action. 

No inflexible rule can be laid down 
as to what conduct will constitute un- 
fair competition. Each case is, in a 
measure, a law unto itself. Unfair 
competition is a question of fact. 63 
CJ 414. 

It has been pointed out that unfair 
competition is only found where there 
is a probability of deception and con- 
fusion. Weisman v. Kuschewski 
(1928) 243 Mich 223, 219 NW 937. 

The defendants proposed to manu- 
facture covers for plaintiff’s property 
and appropriate the property as a 
means for their carriage. It is re- 
stricted application to hold therein 
lies no confusion or deception. 

The courts presently take the posi- 
tion that the sale or distribution of 
something to be used in connection 
with plaintiff’s property or articles 
comes within the classification. 

Plaintiff, for position, places much 
stress on National Telephone Direc- 
tory Co. v. Dawson Mfg. Co. (1924) 
214 Mo App 683, 691, 263 SW 483. 


It was the contention of the de- 
fendants in that case that the petition 
did not bring the plaintiff within the 
protection of the doctrine of unfair 
competition, for they allege that un- 
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fair competition consists in passing off 
or attempting to pass off upon the 
public the goods or business of one 
person as and for the goods or busi- 
ness of another. 

The court, however, stated in that 
case that the petition disclosed that 
the defendants purposed to pass off 
their own advertising medium as the 
advertising medium of the plaintiff 
not merely by simulating the plain- 
tiff’s medium but by attaching their 
own medium on that of the plaintiff. 
By this unfair practice the defendants 
purposed to place their advertising 
business in competition with that of 
the plaintiff. The court said, “A more 
flagrant case of unfair competition is 
nowhere disclosed. In fact, 


the scheme is more than unfair compe- 
tition ; it amounts to an actual appro- 


priation of the plaintiff's property by 
the defendants to their own business 
purposes.” 

In the case at bar, the advertising 
of the defendants does not cover ad- 
vertising of the plaintiff but is in com- 
petition therewith and the scheme em- 
ployed is an appropriation of plain- 
tiff’s property by defendants, that is, 
plaintiff's medium, for their own busi- 
ness purposes. 

The facts in the present case are so 
similar to those in the cited case as to 
warrant the holding there applicable. 
Damage has been sufficiently shown to 
justify the aid of the court. 

The determination of questions of 
fact and law as herein set forth en- 
title the plaintiff to the injunctive re- 
lief sought. A decree may so enter. 
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A digest of information on new construction by pri- 
vately managed utilities; similar information relating 


to government owned utilities; news concerning 


prod- 


ucts, supplies and services offered by eset me Ait, 
also notices of changes in personnel. 


Commonwealth Edison to Spend 
$290,000,000 In 4-Year Program 


OMMONWEALTH EpIson CoMPANY expects 

to spend $290,000,000 on new construction 

in the next four years to meet customer de- 

mands for electric and gas service, according 
to Charles Y. Freeman, chairman. 

The company passed the $1 billion mark in 
plant investment last year. Construction ex- 
penditures in 1949 amounted to $119,722,914, 
——s total plant investment to $1,002,237,- 
960. 


Ohio Power Plans $18,000,000 
Expansion This Year 


HE Ohio Power Company plans to invest 

approximately $18,700,000 in 1950 to ex- 
pand or improve generation, transmission, and 
distribution facilities. This is part of a five- 
year program which, when completed in 1951, 
will involve an expenditure of some $86,000,000 
and will increase the company’s generating 
capacity 53 per cent. 

This five-year program is part of the Ameri- 
can Gas & Electric Company’s five-year ex- 
pansion requiring the investment of about $325,- 
000,000. By the end of this year, the AG&E 
system will have expended $264,400,000 and 
completed about four-fifths of its five-year 
expansion begun in 1947, according to Harold 
Turner, vice president and general manager of 
Ohio Power Company, The system will spend 
approximately $75,200,000 this year. 


Commonwealth Services Forms 
Industrial Relations Dept. 


OMMONWEALTH SERVICES, INC., successor ta 
The Commonwealth & Southern Corpo- 
ration of New York, has announced the estab- 
lishment of an Industrial Relations Department 
to serve clients in matters of employee rela- 
tions, employee communications, personnel ad- 
ministration, management and employee train- 
ing, and labor relations. 

The Industrial Relations Department will 
supply commercial, industrial or public utility 
clients, whether concerned with office, clerical, 
production, operating or supervisory em- 
ployees, with complete programs for super- 
visory conferences, executive development, em- 
ployment and testing, wage and salary surveys 
and job evaluations, personnel department plans 
and systems, labor negotiations assistance, and 
other activities related to this field. 

The department is in the charge of Franklin 
Rouse. Mr. Rouse has had a broad experience 
in the fields of industrial relations, personnel 
supervision and the administration of programs 


for industrial and governmental organizations. 

The Industrial Relations Department will be 
operated from the headquarters of Common- 
wealth Services, Inc., at 20 Pine street, N. Y. 


Heavy-duty Clamp Connector 
Introduced by Penn-Union 


a heavy-duty two-bolt clamp connector 
has been introduced by Penn-Union Elec- 
tric Corporation. The manufacturer states that 
the Penn-Tap is more sturdily constructed than 





aun + fittings of this y pe, with heavier sections 
of exceptionally tough silicon bronze alloy. 
However this extra strength is provided at 
no increase in cost. 

The Penn-Tap is ideal for taps and splices, 
service entrance connections, dead ends, etc., 
indoor or out. It is quickly installed with an 
ordinary wrench, and is self-locking, holding 
tight permanently. 

The 7 sizes take cables from 10 str. to 
1,000 mcm. Detailed description may be ob- 
tained from Penn-Union Electric Corporation, 
Erie, Pa. 


Catalog Describes Controller for 
Saturation of Natural Gas 


A= illustrated catalog, “TAG Fully-Auto- 
matic Control for Saturation Control of 
Natural Gas,” has been published by the Wes- 
ton Electrical Instrument Corporation, of 614 
Frelinghuysen avenue, Newark 5, New Jersey. 

The TAG Saturation Controller is a record- 
ing and controlling instrument which operates 
on the psychrometric wet- and dry-bulb prin- 
ciple. It automatically regulates and maintains 
the wet-bulb (relative humidity) depression for 
which it is set, regardless of variations in the 
dry-bulb gas temperature, 

The new literature, designated catalog No. 
1287, is of especial interest to companies which 
are planning to make, or have made the con- 
version from manufactured to natural gas. It 
contains a brief explanation of the dangers and 
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MAXIMUM CONTACT 
provided by V - groove. 
Conductors protected by 
bevelled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of Conductor Fittings. 


PENN-UNION 
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the disadvantages attendant upon attempts 
pipe bone-dry natural gas through mains ap 
systems which formerly carried moist mar 
factured gas. 











































“Court of Flame” Sales Trophy 
Won by Six Gas Companies 


S* gas companies have been named as wing 
ners of the “Court of Flame” sales trophi 
for their effort in selling “Court of Flame 
automatic gas water heaters in the recently 
completed year long sales campaign conducte( 
by the Gas Appliance Manufacturers Associa 
tion and twenty-two sponsoring gas wate 
heater manufacturers. 

These awards were made on the basis of 
the greatest number of “Court of Flame 
heaters sold for the year by their salesmen and 
dealers combined per thousand residentia 
meters, as registered by them in the contes 

The winners are: The Brooklyn Union 
Company; Rochester Gas & Electric Corpora-tign 
tion; The Hartford Gas Company; Delawarg 
Power & Light Company; East St. Louis Divi 
sion, Illinois Power Company; and the Spring 
Valley Division, Rockland Gas Company, I 


Combustion Engineering- 
Superheater Heads 


A a special meeting of the Board of Direc- 
tors of Combustion Engineering-Super- 
heater, Inc., Samuel G. Allen, formerly vice 
chairman, was elected chairman of the board to 
succeed the late Frederic A. Schaff. Mr. Allen 
is identified, as an officer or director, with sev- 
eral other companies, including the Franklin ) NEV 
Railway Supply Company, Lima-Hamiltonf{oy get 
Corporation, G. M. Basford Company, and Theloss ho 
Lummus Company. rque. | 

Joseph V. Santry, long president of Combus-Bherati 
tion Engineering Company and its successor% N 
Combustion Engineering-Superheater, Inc., will ») NEV 
also serve as chief executive officer in general new 
charge of operations. on fie 
righ 
New Film “Electrified Farming” —} 

Announced by G-E 


») NEN 

HE new “More Power To The Americanfiird, ¢ 
Farmer” 16-mm. sound color motion pic-Ehrts wi 
ture “Electrified Farming,” filmed on farmsBdium- 
from New England to California, was recently ping 
released by the General Electric Company. Thefhive oj 
25-minute film which demonstrates how prop- : 
erly applied electricity can lighten farm chores ) NEI 
and greatly increase productivity is the fifth inffor qui 
the General Electric “More Power To The fbnstant 
American Farmer” series. irect-ir 
Through the use of actual transcontinental 5 NE 
case histories, the film tells and shows the farm-—F NE 


er, in an entertaining way, numerous applica-Bssure 
tions and uses of new and modern electrical fife. Qu 
equipment. nd the 


“Electrified Farming” will be distributed by thre de 
the Association Films Agency whose offices 
are located in New York, Chicago, San Fran- 
cisco and Dallas. as 
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inkling) NEW 377 cu. in. Heavy-Duty Engine 

nilton oy get power, with economy ... 154 maximum 

1 Theos horsepower ; 330 pound-feet maximum gross 
rque. The right power for low-cost, long-life 


nbus-Breration on your job. 
eSsor, 


_, will) NEW “Twin” Carburetion 

nerall new Dodge engineering advancement in the 
ton field! Two p ange om A carburetors provide 
he right mixture for high-tonnage power, with 

ng” onomy. Twin intake manifolds assure uniform 
igine operation. 


) NEW Sodium-cooled Valves...With Hydraulic Lifters 


ricall@ard, durable silchrome intake valves and in- 
PlC-Brts withstand high temperatures. Stellite-faced, 
arms Hdium-filled, silchrome exhaust valves resist 
ently Birping. Hydraulic lifters insure perfect 
Be hive operation; longer truck life. 
ores) NEW 5-speed Helical Transmission 
th in for quiet operation and long life, a rugged, 
The fbnstant-mesh, 5-speed helical transmission, 
ta ect-in-fifth, is standard on 4-ton models. 
ontal 
‘rm-§) NBGW 18,000 or 22,000-Pound Rear Axles 
lica-Bssure dependable performance and long 
rical fife. Quality steels and precision-cut gears, 
nd the liberal use of bearings, further in- 
1 by fure dependable performance. 
ices 
ran- 


to Haul BIG loads at LOW Cost! 


There’s a mew money-saving truck in the 
high-tonnage field! 


It’s the new Dodge 4-tonner . . . “Job- 
Rated” to haul big loads at low cost! 


Study its advanced, heavy-duty features at 
the left. Compare the truck itself with arly 
other in its capacity range. If your require- 
ments fall in the 28,000-pound G.V.W. 
range (up to 50,000 pounds G.C.W.), 
here, indeed, is Jower-cost hauling! 


Ask your Dodge dealer to show you this 
“Job-Rated” load-lugger . . . soon! 


For low-cost transportation, switch to 


Job-Rated’ TRUCKS 
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OFF THE PRESS! =» PROCEEDINGS OF THE 
1949 CONVENTION OF THE 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important volume is printed in a limited 
edition. It contains valuable discussions and 
reports on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


The Regulation of Small Telephone Companies—Prudent Investment—The Functions of 
Public Utility Rate-Making as a Medium for Selective Pricing—Transportation Regu- 
latory Problems (including discussions on the Results of the I.C.C. Waypbill Studies, 
Mounting Railroad Passenger Service Deficits, Relative Costs of Short Haul v. Long 
Haul Traffic)}—Disposition of Refunds in Natural Gas Impoundment Cases—Legislation 
—Corporate Finance—Valuation—Accounts and Statistics—Engineering. 


These and others $10.00 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
PUBLICATIONS OF THE ASSOCIATION 


Telephone Report (1949): 
Report of the Special Committee cooperating with the Federal Communications Commission 
in Studies of Telephone Regulatory Problems. This report brings up-to-date the studies of 
the Special NARUC Committee on Western Electric costs. It is 67 pages in length and 
contains charts and tables $2. 


Telephone Report (1948): 
This report also deals with the problem of Western Electric costs to the telephone industry, 
which was augmented by the 1949 report. It is 78 pages in length and contains illustrations, 
tables and charts. (This report is not included in the volume of Proceedings above referred to.) $2.00 


Telephone Separations Manual: 
This manual is the result of the NARUC and FCC Joint Committee studies, and develops a 
system of procedure providing for allocating telephone operating expenses and investment 
among exchange, state toll, and interstate toll service on both the board-to-board and station- 
to-station bases of rate making (not included in the volume of Proceedings above referred 
to.) Printed, 87 pages : $2 


interpretations of Uniform System of Accounts for Electric Utilities 
Interpretations of Uniform System of Accounts for Gas Utilities 
Interpretations of Uniform System of Accounts for Water Utilities 


(The above three Interpretations nof included in the Proceedings) 





NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BUILDING WASHINGTON 25, D. C. 
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The IBM Card Bill shown above is 
w development which brings you the 
ciency and economy of completely 
thanized billing. Now the entire pro- 
ure of computing and preparing both 

ar and irregular bills ard recording 
ments is accomplished on automatic, 
h-speed IBM machines. 


seta, P - 


fr At Lest! y 


COMPLETELY MECHANIZED BILLING 


No more tedious hand sorting and adding 
of stubs; no more costly errors; no time- 
and money-wasting delays from manual 
handling and figuring. 

You’ll want to know more about the 
savings this development can effect for 
you. An IBM representative will gladly 
provide you with complete details. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, New York 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





FOSTER WHEELER HEATERS 


are serving in all high pre: 
of the Public Service Ele 


SEWAREN 
GENERATING STATION 


Public Service Electric and 


Gas Company, New Jersey 


Upon completion, Sewaren Generating Station will be the largest of five 
major steam-electric stations of the Public Service Electric & Gas Company, 
of New Jersey. This station went into operation with the first two 110,000 
kw generating units in November 1948 and is the first station to operate 
at 1050 F. A third unit has just been completed and a fourth unit is 
scheduled for 1951 when the station will have an installed capacity of 
455,000 kw. Foster Wheeler high pressure feedwater heaters have been 
selected to operate in connection with all large high pressure installations 
in the Public Service system. All condensers at Sewaren are also designed 
and built by Foster Wheeler. 

The feedwater heating cycle is the only eight-stage system in the 
country and includes a single-effect FW evaporator which takes steam 
from the third bleed point of the turbine and discharges to the next lower 


heater in the cycle. 





FOSTER WHEELER CORPORATION + 165 BROADWAY, NEW YORK:.6; 









APORATORS 
snerating stations 











WHEELER 
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“MIDDLE-WEIGHT" | 
New GMC SIX-WHEELERS | 


me” Pa ad ame ee ed 


Bringing the Advantages of Dual Drive 
Design to Many More Truck Operators 


Here’s welcome news for municipalities, public 
utilities operators and other truck users who n 
trucks that combine great tractive ability with low 
gross vehicle weight. 


These new GMC series ‘‘400”’ and ‘‘620’’ 6-wheelers 24,000 and 32 
answer every requirement of these vocations. In Pounds G 7000 
the bargain they give you the plus values of GMC Ps Vw 
engineering and design . . . in powerful valve-in- 

head engines that are basically the same as ‘“‘the 

Army’s Workhorse’”’. . . in modern, wide-vision, 

extra comfort cabs . . . in rugged, truck-built 

chassis that include such outstanding features as 

wholly new, high efficiency dual drive axles, 

bumper bar grilles, recirculating ball bearing 

steering, Syncro-Mesh transmissions, frames of 

11.1 and 16.03 section modulus. 


These new GMCs offer a long-desired lower cost 
way of hauling big loads, on or off the roads. Let 
your GMC dealer give you the highly acceptable 
facts and figures for your particular job. 


GMC TRUCK & COACH DIVISION © GENERAL MOTORS CORPORATION 


~RUCKS 
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EWPORT NEWS 
MECHANICAL 
RACK RAKE 


Tur Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants, pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 
With Newport News Mechanical 
Rack Rake installations, one man 

Water users per shift can, under ordinary condi- 


troubled with trash are tions, keep the racks clean for a 
invited to write for 

new. descriptive rack dozen bays. 

rake catalog. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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‘Champion of Crawlers’ 


March 30, 195 





The New INTERNATIONAL TD-24 


Contractors are not the only ones who hail 
the International TD-24 as the ““Champion 
of Crawlers.” In competitive tests on coal 
stockpiles, as well as in daily use by coal 
handlers and public utilities, this tractor 
continues to earn its championship title. 
The big TD-24 shown above works two 
shifts a day—16 out of every 24 hours— 
stockpiling coal and feeding it to chutes of 
the Atkinson plant of Georgia Power Co., 
Atlanta. 
“I’d rather operate the TD-24 than any 
other,” says operator F. M. Rutedge. “It’s 
easier on a man. 
When you operate 
tractors for a living, 


you want the easiest. And the power is there 
when you want it.” 

Superintendent R. S. Causen, who esti- 
mates the TD-24’s operating cost for fuel 
and lubrication at less than 48¢ an hour, has 
good reason to say, “The TD-24 is doing a 
good job for us in all respects.” 

Ask your International Industrial Power 
Distributor to give yoy a demonstration of 
the TD-24’s championship performance. 
No other crawler can match it in power, 
speed, maneuverability or ease of operatio:. 
No other can approach it in work capacity. 
In every respect it’s the “Champion of 
Crawlers.”” Get yours ordered now—-and 
have plenty of power when you want it. 


INTERNATIONAL HARVESTER COMPANY ° Chicago 


CRAWLER TRACTORS 
WHEEL TRACTORS 
DIESEL ENGINES 


POWER UNITS | “SI 


Hy | INTERNATIONAL 


INDUSTRIAL POWER 
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Tons of heater drain piping in the 
turbine room of the new Southwark 
station of the Philadelphia Electric 
Company had to be supported some- 
how. It had to be flexibly supported 
because of the travel between its “hot” 
and “cold” positions. The ceiling was 
sixty feet up so overhead suspension 
was out. Could it be supported from 
the floor? The problem had already 
been anticipated by Grinnell with 
their Pre-Engineered Spring Hanger 
fig. B268: type F, described in the new 
. § Grinnell Pipe Hanger Catalog 10D. 

esti- 3 This hanger is available in 14 sizes 
' fuel § with a range of load capacities from 
r, has § 74 to 4800 Ibs. 


ing 4 Plenty of other piping support prob- 
lems are pre-solved economically for 
ower § you in this combination catalog and 
m of @ Manual ... with ready-to-install hang- 
ince, § °S and supports .. . all available from 
noo convéniently located Grinnell ware- 
. ’ @ houses. Why not write today for your 
HO“. B copy of Catalog 10D? 
city. 
a of 
and 
t it. 


, 


















4 


there 



























‘*GRINNELL | 


Grinnell Company, Inc., Providence, R. 1. Branch warehouses: Atlanta * Buffalo * Charlotte * Chicago * Cleveland * Cranston * Fresno * Kansas City * Houston 
long Beach * Los Angeles * Milwaukee * Mi polis * New York * Oakland * Philadelphia * Sacramento® St. Lovis * St. Pavl* San Franctsco * Seattle * Spokane 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 

















Tae American Aprpraisat Company 
ORIGINAL COS1 STUDIES « VALUATIONS e REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 
2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











$7 Ford, Bacon & Davis 
AED VALUATIONS Engineers CONSTRUCTION 


NEW YORK @ PHILADELPHIA © CHICAGO © LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) 








GILBERT ASSOCIATES, Inc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Personnel Relations 
Inspections and Surveys Reading © New York © Hesston Original Cost Accounting 
Feed Water Treatment Philadelphia © Washington Accident Prevention 








— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 








eerie tae CONTRACTORS ee 
CONSTRUCTION MAINTENANCE PHILADELPHIA TREE TRIMMING 


BALL FIELD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND VIL LINES 
NOW WORKING IN FOURTEEN STATES 
































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 








T/ > ee f? a ; f° a 
Jie ul plan Coyoeaion 


ENGINEERS? CONSTRUCTORS 


1200 NORTH BROAD STREET PHILADELPHIA 21 PA 











WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 











LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
80 FEDERAL STREET BOSTON 10, MASS. 














Pioneer ae gaan nce Co. 


CONSULTING, DESIGNING AND 3] SPECIALISTS IN 
OPERATING ENGINEERS z ACCOUNTING, FINANCING, RATES, 
PURCHASING a) | INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








SANDERSON & PORTER : 
ENGINEERS S&P 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports——Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 
alwnelds, Refuse -- A Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


ae - Invest gations - Reports 
1 oqnen 

rate inqu epreciation, fixed capital 

—- ~~ eta mal cost, security issues. 








BLACK & VEATCH 


CONSULTING ENGINEERS 
Appraisals, investigations and re- 
ports, a and sypecveten of con- 
struction of Public Utility Properties 

4706 BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 
ENGINEERS 
DESIGN CONSTRUCTION SUPERVISION, 
OPERATION AGEMENT, APPRAISA 
INVESTIGATIONS: REPORTS, RATES 


231 S. LaSaLige St., Cuicaco 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 








A. S. SCHULMAN ELEctric Co. 
Contractors 
TRANSMISSION LINES—UNDERGROUND DisTRrI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


537 SoutrH DEARBORN St. Cricaco 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











W. C. GILMAN & COMPANY 
Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York & 


t Deve 


United States baron ed wee Inc. 


Hol 






























JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


NEW YORK 


BOSTON 








WESTCOTT & MAPES 


ncorporated 
ARCHITECTS ENGINEERS 
VALASS — STUDIES — REPORTS — 
SIGN — SUPERVISION 


uTi _— — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 
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Barge transportation of the pipe 
was selected as most economical. 
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18 BAppraisal Insurance 
Budget & Pensions 
‘ Office Write for the booklet “The Inside Stor: of 
Business Modernization Outside Help’’ describing the many EBASC 
Studies Purchasing services available to you. Ebasco Services 


35 @Consulting Rates & 
Engineering Pricing 


ql EXPANDING 





Coating and ¢ 
into the ditch. 


Whatever the job—whether it’s 
laying a pipeline or complete 
plant construction—EBASCco is 
equipped to do it, quickly and 


Incorporated, De 


e W, Two Rector Street, 
New York 6, N. Y. 


When the East Tennessee Natural Gas Company 
wanted a pipeline built to carry natural gas from 
Greenbrier, Tennessee, to the Atomic Ener 

Plant at Oak Ridge—Esasco was selected to do 
the engineering and supervise the construction. 


EBASCO engineers made the original economic 
and market studies, developed plans for financing 
and prepared the designs and specifications for the 
entire line, including meter and regulator stations 
and made the line location survey. The installa- 
tion job was a difficult one—a 22-inch pipe laid 
165 miles through rocky, mountainous terrain in a 
season of heavy rainfall. Yet six months after con- 
struction was started, the pipeline went into ser- 
vice—on January 2, 1950. 


This pipeline completes the first phase of a 
development program by East Tennessee Natural 
Gas Company to bring natural gas to the ex- 
panding industries of Tennessee. EBasco has al- 
ready begun work for East ‘Tennessee on the next 
phase—400 miles of pipeline and laterals from 
Lobelville to Chattanooga, Knoxville and Oak 
Ridge. 










se be cenit ge a SM EO a 
radling directly One problem was crossing the 
Cumberland River in solid rock. 














Some of the rugged terrain 


Design & R s 
Construction eseareh encountered. 
Sales & 
z[-= Se EBASCO SERVICES «. 

Tinos sameet INCORPORATED 
Relations Methods New York CuIcaco : Wasuincron, D. C. 
Inspe Taxes 7 ff 2 ‘ , ) 
aE editing Traffic C hasce Feamwark gels Vhings lone anywhere tn Che world 
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